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1 Interpretation and Definitions

The following words and expressions bear fhe following meanings, unless the context indicates otherwise:-
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“Alternative Disputa Resolution” {ADR] refers to the pracess of resolving disputes am

resoriing to court action, although the agréements and outcomes may be legally bin
conciliation;, mediation, adjudication and arbilration.

“Board” means the Boand of Cirectors of the
under the National Pords Act No. 12 of 2005;

“Board Reserved Matters™ means matters reserved by the Board as set out in Annexure "A “of the Delegation of
Authority Framework approved by the Board

“CAPIC” means the Capital Invesiment Committee, a sub-commitiee of the Group Execulive Committee which has
been established lo make decisions regarding capital expenditure;

“CE" means Chief Executive of an Operating Division,
“Chalrpersen” maans the rersen who is appointed as the Chairperson of the Boarg as per the MOI:

Company and includes the Board when it adls as the deemed Authority

“Company” means Transnel SOC Lid including its Operaling Divisions and Specialist Units, with registration numbe;
1990/000900/30 and “Transnet” shak have a Comesponding meaning;

In short, 2 consuitant does not suppiy the ulmate end product, but merely gives a recom
eme{iise. of the bes! solsfion i a specific problem. That proposed solution, If acee

“Delegation of Authority Framewerk * means this document, recording the nature and extent of autarites required in

arder to implement cerain actions by or on behalf of the company, including any sub-delegation of authorily where
permitied and “Delagation” shall have a cortesponding meaning;

“Estimated Tota! Cost® {ETC)” means costs planned to bring the project into operation. Thesa include costs
such as:

*  Direct activities relating to the projact such as buitding materigls, delivery cost thereot;
*  Project management fess:

*  Gale raview costs (FEL3 and 4);

Transnet Internal Audit Costs;

Group Capital Integration & Assurance;
*  Preliminarles and general; and
* Contingenctes.

Typical aceounting enlry fype fransactions such as capitatization of borrowing costs and allocated costs are
axcluded from ETC;

“FRMF" maans Financial Risk Management Framework:
“GCE" moans Group Chief Executive;

“GCFO" means Group Chief Financial Cfcer,
"GCSCO” means Group Chief Supyply Chain Officer;
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“Group Executive Committee” or “Group Exco” means the executive commitiee established to take responsibifity for
the day-to-day execution of strategy and munning of the Company,

“Group Executive {GE) or Group Executive nominee” refers 1o the Group Execulive responsible for the Supporting
business or hisher nominee;

“Head of Legal refers to the most senior employee with a Legal qualification i the respective Legal
Departmant;

“Intemnational agreements” means agreements which are required to be construed in accordance with the jaws of g
fereign jurisdiction including the neighbouring countries;

“Memorandum of Incorporation” or “MOI” means e constitutive documents of the Company, as amerided:
“Memorandum of Understanding” means a formal agreement between fwo or mare parties. Companies and
organizations can use MOUs to establish official parinerships. MOUs are not legally binding but they cany a degree of
seriousness and muual respect, stronger then a gentlemen's agreement

“Nelghbouring Countries™ means countries sharing & border with the Republic of South Africs;

“Non-Disclosure Agreemewcmﬁdenﬁamy Agreemont” means a conlract by which one or
to disclose confidendial Information that they have shared with each o
together, :

miore parties agres not
merasanemarypaﬂddafmgbuslma

“Operating Clvislons” means Ihe Operating Divisions of Transnel, namely, Transnel Freight Rail, Transnet &n ineering,
Transnet Nafional Ports Authority, Transnet Port Terminals and Transnel Pipesines; - '

“PFMA” means the Pubfic Financial Management Act 4 of 1999 {as amended), read logether with its feguiations’
including Treasury Requiations;

“Prescribed Officer” means a person who, within a vompany, performs any function that has been designated by the

mwawﬁuamm@wmmofwmesﬁewm Companies Act, Act 71 of 2008, read with Regulation 38..

Within the Company, membess of Group Exco are designated Prescribad Officers;

“Rental” means money payable for the hirs of movable and Immoveble property in ferms of o feass agreement, but
excludes ihe payment of operational expenses and costs.

“Sharsholder" means the Govemment of the Republic of South Africa fepresented by the Shareholder Minister,
“Shareholder Minister” means the Minister of Public Enterprises as defined I the s

“Sb;rgl!ﬂde(s Compact” meens he shareholderf§ compact being an agreement entered inte pursuant to secton 52
of the PFMA beween the Sharsholder representalive and the Board from fme 1o fime;

“Specialist Unit” mean all businass unils of Transniet which have been deemed Supporting businesses' i terms of the
Company Strategy, thess inclsda Transnet Property, Transnet Foundation, Transnet Capital Projeds and Transnet
Comporaie Centre. Where 3 Specialist Unit GE iz not a member of the Group Exco, the §

. G Exco member responsible
for such Specialist Unit shail sub-delegate povrers 1o the Spedialist Unit's GE; =

“Subsidiary” means subsidiary as defined in the Companies Act 71 of 2008 (a3 amended) and Subsidiaries shall have
4 conasponding meankng; '

“Transnel” means the Carmpany with its Subsidiaries ang Operating Divisions/Specialist Units as staled in clause 1.7
above,

“VAT” means Value Addeg Tax. Al amourits indicated in the document are exclusive of VAT,
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2 Scope

implement cartain actions by or on behalf of the Company. It includes, to the extent necessary andior incidenta} thereto, the
authority to discharge all of the dufies, obligations and powers imposed upon the deemed Authority under the Nationg} Porls Act
12 of 2005,

3 Application

a1 This Delegalion of Authority Framework appiies o all employees of the Company, including its Operating Divisions and
Specialist Urits. it does not apply 1o any of the Company's subsidiariss. The respective Boards of Directors of fhe
Company wil prepare the requisite delegations of authority for those subsidiaries.

32 The persons set oul in clause 5 below are graoled the power and for auth
responsibiliies subject 1o the limits of authority cutiined in clayse § below,
andfor authority in terms of this delegation is notin conflict with the following:

PFiA;

Board Reserved Matters;

Memorandum of Incorporation:

Company Sirategy;

Sharehoider's Compact

the Corporale Plan, Annual Budget and Bomowing Strategy and/or

Boand from time o time;

- Projectand Programme Framewaorks:

- Enterprise Risk Management Framework: and

- Any approvals by the Board and the Minister of Finance for the delegation of the power o borrow money ar issue a

guaranies, indemnity or security, or enler into any olher ransaclion that binds or may bind the Company to any
future financial commitment In terms of section 66 of the PEMA,

0rity to perform their functions and
provided that the exercise of such power

(O N

Furding Plan of the Company a5 approved by the

3.3 This Delegalion supersades any prior Delegations of Authority Framework and lakes effect Lpon the date defermined by
the Board of Direciors. :

34 The Delegation of Authorily Framework s
the dale of signature by the GCE.

35 Any proposal for smendments to this Delegation or to the authoriies or the authorities delegated in thig Delegation must
be submitied in wiiling o the Transnet Company Secretary for consideration and approval by the Board of Directors.
4 Delegating Powers

fiall be sub-delegated 1o Croup Exco and Extended Exce within 30 days from

41 A person authorised lo exercise any of the authorities set outin clause 5 below (“ariginal bearer of authority’) may, in writing, sub-
delegate i hisher subordinate ("designate”) duting hisher temporary absence of for an indefinite period, provided:

411 the authority is conferred by way of a cerlificate signed by the oniginal bearer of authority, naming and identifying the designate,
and the exlent of the authority which is sub-delegated to the designate;

412  the sub-delegated authority shall only be exercised within the original bearer of authority's respeclive area of responsibility;

413  the powers delegated by the original bearar of authority cannot be sub-defegated further by the designale unless explicitly stated
in the cerlificale signed by the origing) bearer of authorily; and

414 the sub-delegated authority may be revaked in wiiting, af any time by the criginal bearer of authority.
42 Unless otherwise specifically indicated, approval of any of the matters listed in clause 5 below may be granted by a designate.
4.3 With respect to ail matiers and authorities specifically listed in dause 5 below, the delegated suthorty by the GCE to bind the

Company is in regard to any business aclivity or lransaclion (or 3 series of refated transactions] and is subject to the value In the

aggregate of all payments or any consideralion made or io be made for any such busiess activity or transaction(s) being
complied with,

m".m...__,‘,,,.— ——— _... T EE——
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44 The original bearer of authority or designate must snsure that all the necessary

procedures andfor approvals have been fulfifled
prior fo exercising any of the matters and authorities fisted in clause 5 below.

45 All delegations of authority, signed by the original bearer of au
of the Group Secretariat prior to the effective date.

5 Company Autharities

thority and accepted by the designate, mus! be filed with the Office

Limits of autfrority have been delegated by the Board of Directors to the Group Chief Executive. In the inferest of good corporate
governance, approvel struclires have been established in the Company. Reguests for approval must follow the approved
goveming processas and struclurss for recommendalion but the final approval vests with the dalegated individual {for exampie CE,

GCFO, GCE) as reflacted in the specific delegations set ouf in this document,

In cases where business requirements necessitate that approval be obtained from the delegated authority withou! the review and
recommendation by the relevant govemance stuictures (CAPIC, Group Exco, elc,) this must be reported to the relevant
govemanes sluctures immediafely thereaftar,

The authority o approve the Corporate Plan and Budget of the Company vests with the Board of Birectors, provided that it must
be submitted to the Shareholder in terms of Section 52 of the PFMA.

Management's intervention in addressing non-compliance with the DOA

Approval Authority — 0D CE GCED GCE
Disisions Mil Mil Unéimited

Approval Autherity — Group Exca Member GCFO GCE
Specialist Unils Nif Nil Untimited

Note: All requests for approval of non-compiiance must be made by the OD CE/Gro
the applicalion for approval of non-compliance, the requestor must advise on the
repeat of the transgression within 30 days of the transgression being discovered,

up Exco member lo the GCE. Together with
steps/corrective measures taken 1o avoid a

L Capitai Expendifure

NOTE{: Capital expenditure may only be authorised if the project has been so approved by CAPIC or the relevant

divisional CAPIC in accardance with the imits set cut in this Delegalion of Authority Framework and capital funds

have been aliocated in the annual Budget of the Company

NOTE 2: Capital expenditure may only be authorised if the project has been approved and a warrant number has been

issued by the relevant authority. All requests for capital expenditure exceeding the Divisional CE's limit must be
submitted to the Principal Specialist Governance and Assurance.

511 CAPEXin approved budget/Corporate Flan: To commence projects (exegmion funding)

Approval 00 ExcolCE = Group Exco | Asauisitions and
Autharity exciuding CAPICIGCFO 9 Dlsposals Board Stiareholder
- TFR SRRuE face Committes Minister
Uptobetnet | Upobutnot | Uplobutnct | piobulnot : Up ia butnot )
ggeg'aum exceeding exceeding exceeding exceading Uphbs:zn;:ﬁm excandiy Exceeding
Wik ReSimilion | RéSOmiion | Raomlion | R1Soion | SX0eedng RS2 tilfon i
Approval o BE: Acquisiffons and
PEXCO | ransnet | caprciacro | GPOupExco Disposals Shareholder
i Member | pcbeny fece Fuiie e, Winister
Upobutnot | Upmbutnol | uptodutnat | Uptobutnot : Up to but ot
Speceest exceeding | exceeding |  excesding aucoeding Up to butnot sxosading Exceeding
= RMnificy | RSwiion | RaoOmiion | Risolion | ©oedngRavilin | SO R5.2ilfon

Refer to Materiality and Sigrificance Framework. If the set fimit {RS.2biltion) is exceeded then the Board has tg consider and
recommend k Shareholder Minister for approval,

¢ Approval iimits are per individual project, reposted on & monthly basis to Group Financial Planning.
*  Amounis indicated above exchide the capitafisation of bormowing costs.

¢ ANICT projects fequiriag approval mus! be signed off by the Group Executive: EIMS,
Detegation of aporoved on 25 Novewdar 2005
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Acquisitions and Disposats Committee refers lo the Acquisitions and Disposal Commitiee of the Board,

Group Exco/GCE to be the final approval gate for 2l capitalisation of maintenance projects (COPEX) single or multi-year
imespective of the value of the project provided that it has been inciuded in the Corporale Plan,

It is mandatory that submissions o the Group Exco/GCE have besn recommended by the approval bodies leading up to the
Group Exeo/GCE .e. OD CAPIC and Group CAPIC.

Front end foading (FEL) studies are to be submitied lo CAPIC based on the value of the under)

) ying asset on which the study
Is conducted. 0.9, i the FEL study is for an asset that exceeds R250million {R450miflion for TFR) then the FEL study
imespective of its stage requires spproval from Group CAPIC Please refer to the Acoounting Palicy for Conceptual, Pre-
feasibility and Feasibiily Studies when capitalising FEL studies,

Approvals exceeding Rabilion but less than RS 2bitien in ETC are to be reparted to the Shareholder Minister

399

542 Unforeseen CAPEX (not Included In budget/Corporate Pian)
;pug::; OD::EE TFRExcalCE | cAMGIGCFO ame Bfm Boand %:;m"

Refer to Materiaiity and Significance Framework. 1 he set it {RS:2bifion) is exceeded then the Board has to consider-and

recommend lo Shareholder Minster for approval.

L
]

L

*

All unforeseen Capex approved by Operating Divisions/Spesialist Units within their delegated authorly, must be reported on
aquartary basis to Group Finandia! Plarning, i
Ammounts Indicated above exclude the capitalisation of borowing costs

gl; ICT projecis requitifg Transnst approval must be signed off by me'Gmup Executive: Enterprise Information Manhagement
rvices

Approval limils are per project at Operating Divisiorial fevel and Yransnet Properly fevel subject to an aggrega
timit of R250million per annum (for ODs and Transmet Property) and R4S0miitlion for TFR on condition tat divisions remain
within their annual approved capital budget {refer 0 5.1.3.1),

Divisional investment comimitiess are to monitor the limits pertaining lo the respecive OD and lo escalate submmissions to
Transnet if the respective OD fimsits are reached.

if an unforeseen project will result in the divisional 7 year investment plan being increased then Group Exco needs Io be

approached for approval,
51.3 increase in Estimated Total Cost {ETC) of Existing/Approved Projects
Approval 0D Exzoice Group Excor | Acdtisitions and
Authotty | exciuding TR TR Excoice SaCecra GCE Disposals Board
ETC may e
Inéreased 3
_ ‘makinfum of £rc W”ggma ETC imaybe ETC may be ETC mayte
Cperating R250milian, m"w"“’m this m&m increasedlo & increased o a increaged to 3 Exceading
Divislons mereasas beyond May ohly b approved at makimumn of mevdmizn of makimuen of Rt
his amoint may ooyl RES0mition R1.Zbision. Rabition
only b appeoved
at Transnat Leved
_ Actuishtions and
*PP'?"’T;_“ Sroup Excy G:TransoetProperty | Capoigero | SrowpExol | T DT Board
oo — Commites
ETC mayte £TC may be increased io g ETC may be ETC maybe Exceeding
" inzeasedlo a mainsm of RSdmilion, incraased (o a mea:g o R2bition
Uwras modmmof | incases beyond this atount madmum of madvom of
Raron 3y oty be aRoroved el R1.2bi%ion Rzbiion,
increases beyond Transnet Laval

Celogation of Authorly Framawork approved on 25 Nevember 2015
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i this amoun! may

n only be gpproved
al transnat Level

|4
rease in ETC of projects already approved by the Shareholder Minister must be feported to the Shareholder Minister if the
increass is In excess of 15%.

*  AIICT projects requiring approval must be signed off by the GE: EMMS.
* Al costincreases in excess of 25% of the approved budget for a project must be reported fo Tmnmetmc:gcn:o.

\mounts. °d aaove exciu alisation of borowing cosls. increases is ETC of a projec! solely due to he
capiaiisation of borrawing costs may be approved by the OD Exco/CE. Project costs and capilafisation of borrowing costs
mmmanasmwmmwwmdmvmmmwy. X
*  Increases in ETC of a project that results In the project excaeding a specific commitiee’s approval Smit needs o be submited
o The et spproval bady. 1 CAPIC approved a project st ETC of R700milion, and the incréese required s Ra00mmicn .
the il approval body orthe incrasse will e Group Exco.8s thenow ETC of ReOOmilin s beyond CAPIC's .- -
* Requesis for increases in ETC need o be subimiled o the approvel body that originall approved th project, f Board
approved a project ko the value of R2.1biion, any increases to this project will require Board approval, b
5131 Anyincrease in excess of the annual appioved capital investment budget must be submited to CAPICIGCFO for appravel. Where
the GCFO has approved an increase, the submission should be tabled at Be subsequent CAPIC meeling for information
purposes,

514  Approval of Front-End Loading (FEL) Studies

Front end foading (FEL) sudies are to be submited to CAPIC based on the value of the underfying asset on which the study is
conducted £.9. If the FEL study is for an asset that exceeds R250milfion {R4S50millicn for TER) then the FEL shudy irespective of
its stage requiras approval from Group CAPIC . The following limits apply i Instances of the FEL study Rself,

; Acquisifons
ippmval Autreority ob Excolgsaamudm TER ExcolCE Capl/BCFD K ::-:;;% . c’ Bls : s 5
ammithee
FEL shudies conducied on FEL stidies conducled on - Uplobwt
E Lip %o but not Up lobut nat
assels nelexceeding R250 | ssets nol axcesding R450 : it Exceading:
Qperaling Divisions eiion (ailion mitkeding s axceoding
RBGCmition ng Rabition Rivition
R1bimor | i .
Approval Authn Group Acqudgitions
B | Authorky Group Exco Metnber GE: Transnet Property CapleiGOFD Eé:u m?ﬂispmals Board
) j Committes
FEL studigs conducled on FEL studies conducied on Upto et o
: 10 bul ot Upiebut not
h ssels nol exceeding R0 | assals nol exveeding RSO o - ot . Excending
Specialisi Unils i { g BrCoeding ’ eateading
- i i Ritmigon | MR | gt Rabior
¢ Limils are per FEL shudy

¢ The sludy 1o be managed along the same principles as a projaci
*  FEL sludies to be managed and controlled by an appointed project manager Yo ensure efficient utiisakion of Transnet rasources.

315 Matters pertaining to the Scope of a Project
Sthedule:

¢ Pmject timefines may not excaed the end date contained in the business case by more than 12 months with no cost-
increases

Approval o be sought from the original approval body at fie saries! discovery that the 12 maonth limit is going t be
Physical progress:
»  Scope changes of more han 10% of the original scope tequines approval from the eriginal approval body.

s Funds alocated for fulure scope items may NOT be ulilzed 1o fund ey went items thet have depleled heir budgets and
contingencies provided specificatly for the itam,

518  Assst Write-uﬁfScrappkxg: Movable Assats

"

Approval Authority OD ExcoiCE TFR Group Acquisitions and ;
fsd 1R ExcalCE CIRIGOFO | pweee | b Committes By
Up to bt ot g bo but oot Up o batnat Uptobutnat G
. g " But ot
Operating Divisions axcseding exveading exceading oroasding | 1P 1 BULnot exceading Exceeding
Ridmition R50milbor RGN FaSomition R7oamigon R700mion

" — _. e —
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roval Authority Group Excol tizitions
:_” Group Exco Maiber CaplchSCFD '&E Acqulzitions and Boarg
Up fo bid ot tp o but act u
Speciatist Urits to but oot exceading RSmillion excacding xseediny p 1o but siot exceading Excenting
- - R0Gion RoSbaifoy R7QGmiton nmmmm__J
Refer to Maleriality and Significance Framework. ¥ the sef fimi {cumentty RS.2biicn) is exceeded then the Board has to consider
and recommend fo Shareholder Minjster for approval.

*  The above amounts refer lo net book value and periaing fo the cost achu
and are a cumulalive annual limit. Write-oifs below Ri0m and above
CAPIDIGCFO quartery.

*  Divisional investment commitiees are to monitor
Transnet  the respective O fimits are reached,

S17  Assetwrite-offScrapping/Demolition of mmovable Assels {excluding land) a.g. bulidings, structures

ally gaid for the asset (revaluations are excluded)
REOm in the case of TFR must be reported {o

the limits pertaining to the respective OD and In escalale submissions to

Approval Authority | OD ExeolCE TR GroupExcol | AcquBions and i
3 excuding PR | Excolcg | SUPIS/GCFO GCE m& Board
. Up to but nat Uptobutnot | Uptobutnot | Uptobulnot Up fobut nat N
Operding Divisions exceeding exconding | exceeding @xceading sxcaeding Excveding
Ridmilicn RSGmilion | RiSOmiion |  RS0miion R3Cmillion Ra0mion
> Acquisitions and
Approval Authosity Group Exco Membar CapleIGOFO Eme Disposals Board
o Commiftes
Uplobutnol | Upiobutnel Lip io but not
Specaltlinis | Up lobutnotaxcesding Rimilon | exceedng |  excesding exceading Excasding
Ri€0milion | _ RI50mifion R300mon R300mdion
*Refer to Materiality and Signficance Framework, If the set fimit (currently R52bilkon) is exceeded then the Board need to

consider and recommend to the Shareholder Minister for approval,

The above amounts refer to an estimated market value al that point in ime and are a
»  Divisional investment committees are to monitor the fimits pertainy
CAPIC if the respective OD limits are reached.
»  Wiriteoffs below Ri0milion and below RSGmilion in the case of TFR must be reported io CAPIC/GC

cumulative annual imit

ing to the respective OD and 1 escalate submissions 4o

FO quarterdy.
518  Disposal of Movable Asssts {excluding sale of scrap)
Approva) Authority : Sroup IsHions and
- OD ExcoiGe* CapitiGEFO i~ S ool Boxid™
Wobtdod | Tpiowdaat | 2 "Excoeding
0 Diisions | Uptobutnet R50milion excoedi P tobut ot axceeding :
pessting excending ks ing axceating R700miticn R0 0million
Approval Adhriy Group Exco Member Cwliccro | Sroup . Dyl Boards
Uptobutnot |  giptobutrmt
L 2 d : Up tobut not £y
Specialst Units L o but al excaeding RSmitlon W mmgn n wm m:m
The sbove ammounts refer to an estimated market value and are subject © 3 cumulative annual it of R200milion. For sale of
scrap pleasa referto 551,
*  Divisional investment committees are to menitor lirits pertaining to their 0D, and to escalate submissions to CAPIC once the
respective OD fimits are reached,

"Refer to Materiality and Significance Framework. if the set limil {currently RS 2billion) is exceeded. then the Board need to

vonsider and recommend to e Shareholder Minister for approval.
518  Management's intervention in addreasing non-compliance with regard to the approval of capital projects

Approva) Authority — ODCE:0D GCro L GCE
peraiing Divisigns - NI CNE - Unfivitod
Group Eitd Mambar 8CEQ -_GCE
Hi H _Uréimited _

DOelegation of Adrthority Framewark approved on 25 Novermbar 2015 Page 9
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» Together with the appication for approval of non-compliance, the requestor must advise on the slepsicamective measures
taken o avoid a repeal of the transgression within 30 days of the transgression being discovered,
» if the approval of non-compliance results in the annual d

ivisional budget being exceeded, then the request must be submitted
to GAPIC for approval {refer 1o 5.1.3.1). K
5110  Alisnationiacquisition of immovable property {land and servitudes)
TR Acqrigitions and
| Of ExcoiCE Grag ;
:Fufh';uﬁy = excludiag TFR ExiolGE CaplcfacFO EicﬁG%E m Board™
i Up io Duf ot p o but ot Upbobeirol | Uplodutant Up o butnot
O excoeding sicoeding ecoading expaxding exceading Exceeding RS00miion
Fi0rBion R0mition_ R200wificn R3s0mition RE0Cmion -
oval Exco | GE Transnat : & Acquistions and
b | i | ooy | omenero | 25 | " ~
Upobutnot | Uplobatnet Uplobulrol | Uptobuinet Up to et not
Specatst xconding exsending axseeding sxceeding exceeding Exaceading R500mitic
Units Rimion Riomiion | eooomion | Risommon | Rsoomiten "
**Refer to Materiadity and Significance Framewerk. ¥f the sat

timit {RS.2bilfion) is exceeded then the Board need to consider and
secommend to the Shareholder Minister for approval,
*  Approval limils are per transaction and are with reference to market yelue
s Al transactions entered into in terms of the above must be reported lo CAPIC/SCFQ

«  Only immovable property on the nen-core fist, may be disposed of (refer to §.1.8.1), such disposal may only be done through
ihe Transnet Property.

¢ Amounisindicated above exclude the capilalisation of bormowing costs.
5.1.10.1 Newly identified properties to be included on the non-core fist {Book value of individual properties)

GE: Transnet Proparty Acguisitions snd s
GCFO GCE e s
Up o bt ot exceading RSOmion | Up @ Bt fot | Up to bul nal | Up o but ot exoeeding RIBOIART Exceeding RI0OmIoS
axcecding oroeeting
RiD0milion’ R200mizon
These disposals must be reporied to Capic/iGrolp ExcofAcquisitions and Disposals Commitiess Board.
52 Yraasury
Treasury Policies
Authority Group Rivk Audit
Approval i GCFO CCE AL Board
mm!-‘mwm Recormwmend | Recommend |  Recommand Noing | Recommend Agprove
NOTE 1: Only approved finandial instruments as approved in terms of the applicable Treasury Financial Risk Managemeni
Framework approved by the Board and sublect to such fimits determined in accordance with such framewsrk may be utifised in
the Treasury operalions.
521 InterTransnet Debt (Treasury infer Transnet debt write.off)
T WM oy T aro o
Cperating 105t not : 0 i
Ohvisions gpwm SKOS. | Upto bt not exoseding Ridmilian M‘* R0 | Exeneding Roumition
rm&d""“ potclexceodtg |\ 1o but et excteding RiOdlion i aadig et on
All breaches of the above limils o be reporied fo the Audit Commitie,
External debt write-oif on financia! instrumenis due b counter-party Rquidation may only be approved by the GCE,
522  Maximum annual loss on ali repo activities (Realised and unreafised)
:m | Traders und Civef Yrader | Deputy Troasurer: FronkOffice | Group Tresswer | Gero Gk
Up to bt not L to but ot
U 1o bt s ancending Up o it pot sxcaeding )
Croup 3 o o -]
Rimilicn RY Srien mm tcenddng Exceading R5milion
All breaches of the above fimits o be reported to the Audit Commites

Note: The above fimits are aggregate desk imits
Delegaton of Auticiity Framewon approved on 25 Navamber 2015
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Buy and sell back and sell and buyback transactions {Expressed In nominal terms)

w-' Traders Chist Trader “’h":’n{g‘;“:‘" Group Treasurer S6FO
Up to bt not tobutnt Upbobutnst P
Group s, B gfmmm eteeedog RrSomiton | bl ot e Excoeding R bifion
Duration {amit 2woeks Jweeks 1month 1 month > { month
Alt breaches of the above limits {amount or tenure) to be reported to the Audit Committes,
Approval limits are per ransaction/event
Foreign Exchange Spot Transactions Operational payments, not related to tiedging, early taks ups of extensions
{expressed in USD equivalent) i
:mﬂ:; L ) Mem Chlef Trader Deputy Tmm: N Group Yreasurer GCFO
tobutact o bt not
ﬁmemi;gan‘ gxpaeegiman Up to but not exceading an gphm"‘; ‘
Group agragts aggregela 2ggragats equivalent of Xeaeding of Exceeding a daily equivalent of
aquivaient of squivaiant of $100million per day (desk Sgaregalo $250miiGon (desX lotal
S2omiionperday | Setmiionper | lota) , ’(’m per day L ]
(dask iotaf) day (desk Iota)
All broaches of the above limits 1o be reported i the Audit Commiltes.

Foreign Exchange Hedging Transactions New hedges or re-alignment of axisting he

dges {expressed in USD equivalent)
Approvat Authority — Doputy “;g;"’ Middle Grotp Treasurer aoro
Gioip b ] Submissions 0ot xcesding § 100milion | Subimissions axceeding $06mikion
Teaura Mot sxcaeding 18 Months Kot excuding 3 yoars Excending 3 years
All breaches of the above limits (amount or tenure) to be reported to the Audil Committee,
Foreign Exchange Hadging Transactions: Extensions, early take ups {expressed [n USD equivalant)
EW‘I Rurkhorty Traders Chief Tradar Deputy ngg’" Front Gmp Trsasurer
Not excending mn Nat axceading an Notex = S
! agaregate equivalent of | aggregate equivalent of ceeding an aggreq Exceeding an 2pgregate of $100miicn
e i 3 lent of $1
“ i L oo ok o | ST LN | T 2 v
Al breaches of the above lmits fo be reported to the Audit Committee.

Note: Where no specific limit is mentioned, the FRMF policy on foreign exchange rate risk wil apply.

Approval of FX hedges to be hedged by external suppliers on thely

. : helr balance sheet for goodsiservices to be delivered to
Transnat in respect of Rand agreements involving foreign content gk

Delegaton of Aoty Framowork approved n 25 Novamoer 2018,

Approvis
Am Traders Chlef Trader Deputy T Group Treasurer
Group ot mxcesding $10mition Mot excooding $25milion Not sxcaeding $100miBon Excwoding $500milion
Anbfeamesofﬂ?eabwa limils to be repbrhedlotheﬂudit(:omnﬁt{eefwmﬁng.
The above limité are applicable per agreement.

Note: The Business Uinits muist ahways oblsin quotes on FX forward rates and aise with the Treasury Trading desk that wil
verify the rales to ensure it is markst related, The Business Units can only enter into the £ hedges with the supglier once
the rates are accepted by the Treasury Trading desk via & mail, Once the above approvals ame obtained, the Treasury
Traders will pravide sign off on the rate acceptance.

interest Rate Risk Hedging
Approval
Authorly Hotlonai Amounts Sroup Treasurer 6cFo
Nofonal amaunt of expressadin RAND or | Lip to but nol exceeding R1bilion or n - _
i mmmoqmmnma equivalent in USD Exceading R1%%on or sqvalent in USD
Temue Not extaading 5 years Exceading 5 years
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All breaches of the above Bmits to be reported to the Audit Commiittee,
Note: Whare no spedfic it is mentioned, the FRMF policy on interest rate risk will apply.
The above fimits are applicable per hedging submission.

529  Hedging of fuel risk exposures (RAND and usD}

Approval Authority — Droup Trwasurer GCFO
Torre Nol axceeding & montis Nat excesding 18 months
Nafional hedge expressedin | Not exceeding $50alion or equivaient it RAND Exceeding $50mA%on or equivaiont it RAND
USD of equivalendin RAND . e
Mmﬂmmveﬁmﬂshhempmdmhemmomm.

Note: The maximum hedge should not exceed 75% of snual bugeled consumplion.
The above imits are applicable per hedging submission. _ '
Note: Where no spedific limit is mentioned, the FRMF poficy on commadity {fuel) risk will apply.

5210 Hedging of commodity risk exposures in supply agreements, including escalation {other than fuel) in FX or RAND
ot Authiority — Group Treasarer “GCFO
Tarurg Not exceeding 24 months E 4 mwnilis
Netoral hedgs expressad in RAND Hat sixconding R100mdon E R100milion
Nabonat hedge Sxpregsed in USD Mot axceeding $10nilton Exceading $10milion
All breaches of the above limits b be reporied to the Audit Committes.

The above limits are applicable per hedging submission.
Nole: Where no specific fimit is menlionad, fhe FRMF policy on commodity risk will apply.

5251 Granting of InterTransnet Loans {lnterest-bearing only) to divisions/speciatist units

Approval Autherity

Depuly Treasurer: Fromt Office Group Tressurer GOFD
Operafing Division Up 1o butnot exceeding R750milion Ap t bul nol exceeding A1 Bilion Exceading RY bfion

Speciaist Unit Hp % but net exceeding Ri0mion Up to but no exceeding R2Smiffion Exeeding R2Smilien
These above limits are cumulative per OD/ SU per financial year,
5212 Lettersof Credit

ffmﬂ‘*ﬂﬂﬂt! Deputy Treasurer: Frout Office Group Treasurer GCFO
Up o bt pol exceading R250milion Up o but pot
g axcesding R500miion m
Allbreaches of the above fmits t be reported to the Augit Comiliss. .
The above limits am per Lelter of Credit.
Funding Portfolic

NOTE 1: The olal nominal funding amount per financial year in respeci of Bonds and any other funding transactions shall be
as datermined per Board approved/Board amended Funding/Borowing Plan,

NOTE2: A Signatories mean, subject io such approvals by the Board and the Minister of Finance in terms of section 66 of
the PFMA as may be appiicable, the Group Traasurer and any olher officer so designated in writing by the GCFO.

8. Signatories mean, subject to such approvals by the Board and the Minister of Finance in terms of section 66 of
the PFMA as may be applicable, persons so designaled in wriling by the Group Treasurer.

52.43  Limits for approval and signing of funding agresments per financial year

Approval Authority —» Group Treasyter GCFO £
Tapping of bonds {in acoosdancs wih the . Not excoeding RSk Extooding RSbFon
apprved Funding Plan of 33 approvad by the o -
Board)

| Bankfaciites = No fimit apolies No Bt appes
Drawdown on Gusmight kaclities Icloding b bt ot excending ™| 4R Excoading Riiion Exteading RN
Revohving Credi Facifties Ribilion :

| Commareis] Paer

- Not gxceeding Rebillion

Loans Up mmﬁ&nmm Up to bul fet sxceeding R2 Stifion Exventing R2 Shifion

Delegation of Authority Fratwwork approvad on 25 November 2015
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- — [ | [
| Uplobutnolexceeding Rtlion
B e e e——— |
mmpmemmmmmmm Upmbtgmmeﬁng Up 19 but net excending R2 Stiffon Excending R2 Shition
Foreign tunding Upmi;lfmmedm Up 1o But nol excesding $250mitan Excseding $250mfion
Any olher source of funding 201 stpulatad above wmwg?gmmm U to bt not exceesing Rabalion Excesding Rabion
The 2bove ks further subjecied o the nnal ate limit 3
f5bilicn R1ZSbilon Ummwu;’ amao:u
The above is subject to the following:

2214

5215

MSM-429

*  Be executed in acoordance with the approved funding strategy as incorporated in the Comporats Plan {including any
approved amendmants),

»  Alibreaches of the above limits to be reported to the Audit Cornmities,

»  The GCE can increase funding requirements up to 16% of Boand approved Borowing Flan and this needs o be ratified by
Board. Any funding increase above the 10% can only be approved by the Board,

*  Any increass in the funding requirement beyond what was indluded in Carporate Plan is to be notified to the Sharehelder
and the Ministry of Finance.

*  *Bank fagiflies must be approved and signed by either the GCFO or GLE,
s ™ Appicable on outstanding balances.

*  The Group Treasurer must sign afl Funding Agreements within their delegated authority linits, together with the BCFO
signing as co-signatory

*  The Group Treasuret can approve all drawdowns and sign any ancillary transaction related documentation required from
time io ime Irespactiva of the amounis involved.

»  Pricing Supplements for new kstings, existing bonds and commerciat paper to be lised on any excharges must be signed by
fhe GCFO and GCE.

= Final Terms for new listings on intematianal exchanges must be signed by the GCFO and GCE.
*  The Group Treasurer is authorised to sign all anciflary documents related fo listings In local and inlerna

& tional exchanges.
Signing of lagally binding agreements in respect of Treasury related sctivitles not Histed

, in 5.2.13 above. (Such as ISDA,
ISNIA, JSE client agreaments, data subscription agreements)
tha GCE of the GOFO have a to sign. The Teeasuver agn WAt 5 ac dolegalion of authorily o |
Counterparly Limits: Seiting of Linits
Approval Leval
Giroup Treasurar GCFO GCE Audit Wmn
Risk Limits < R25m? Ptica Rig] Price Risk oon Rk Lt
Price ils < ica Risk Limits < iskLimits = | Ovecail coun 2 ol [
Rastrmlion: Rosomlort | mowin Ry T o o b
Recommendation of Bond Issue and Appreval of Bond Issve and Bond tsseer
Raeum\eudaﬁon of  Saiersanl | Approval of Setfemant Limie

Recammandatior: of lirmis where tha Wmmmmmw&
Company is expesed 10 oounteiparty expassd o counterparty issust sisk at a
issued 15k a5 & nasull of advance sl of advance payrenl guarantaes,
payment guarariess, porfornance | perarmance tonds, retenton bonds ete.

bonds, relinion bonds elc. issund | issaed under supphier agraemenbicontianis®
undet It agTeeimet ?

Note:  Where no specific imit is mentioned, the FRMF policy on Counter Party Risk will apply.
Notet: The approved counterparty kmit may be ulilised for price fisk, invesiment risk as wel as issuer Tisk tin respect of advance

» fetenBon bonds elc) as long as the sum of the individuat exposures remains
within the overall Audit Committee approved risk fimit

Note?, Settiement risk kmits dre set at 1.5 imes te approved counlerparty Bmit as stipulated in the FRMF and will be approvad
with the counterparty limit.

Nots?: [n respect of counterparties not approved by Audit Committee

Delegation of Authodly Framewark apprvad on 25 Novemmber 2015
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5217

52.18

5218

§2.20

52.21

S22

5223

5224

Appointment of Commercial Bankers and the Qpening of Bank Actounts

MSM-430
407

Group Treasurer GCF)
. Appmatofmmmmmmeamcsmmandma rova
AN ODISY fmﬁmnbmmmm of & documentalon relabng 1o Such accaunts. inchudng e%ecmniembmmg
dotumentation,
ocess mmmmﬁmummwmtmmmunumwmmmnwmm &1 GOFO
gfcl%ow may make siuch appoinirments. ooy

Autherisation of cheque signatudog, Tost kays and EFT's

Signing Chequas Two A si orone A and one B signalory
| Signing Test koys for payinghteceivig | Two A signatories or one A a1 00 B
|_Eiectoni; kansler of furds Twok@iasbrmhndmsm .
Payment insfructions and confinmation notes

SO P i o T —
Apptoalof Annial Borrowing Pian

Hpard
Companywide {he annual Plan for exgcution by Treasury

Annugl Bormowing Pian b be recommendad by the Audit Commities for approval by the Board.

Authorisation to enter inte binding transactions

2 Giroup Tregsurer
|_Companywida Auttorise Tregsu 1o enterinto Enanciad ransactions on behatl of Transnat
lssuing of Guarantees {subject to requirements of section 66 of the PFMA)
Group Treasurer GCFO GCE Boarg
> Up totut not Up to tut nol euceseding Up o but ol exceeding

COMPANN® | excoeding 25miion | Rooumision RSGOnifion Excaeding R500m#ion
All breaches of the above fimits to be reported to the Audit Commities.
The Limits are per transaction,
Issuing Letters of Support

Boad

M 3 ] OﬂymBmofDimdnrshaSwm‘ 10 issue taftarg of suppont
{ssuing of security. per transaction {subject to saction 86 of the PFMA)

: Group Treasiter GCFO [ GCE Board

: Up 2 but not excouding Up bo but ot axxcoeding Up to busk not exceeding Exceacing Ribiion

Corpanywide | pocomition _ RSO0MSon Ri biion
Alt breaches of the above imifs 1o be reported tothe Audit Committee, The fimits are per transaction
Guarantess resulting from Supplier Agreaments

SFOL0D mpmrm Wingly Group Treasures® Group CFO? =1

Notional Vata per i ;

O per Fvangial tp o bul not exceeding Upnquwle.w Upbmanﬂ Exceading RSDOmion

issuer tance Al lssuers All issuers Al Issuers

«  The fimils are cumulative per OD/SU per annum,
*  The OD is required to cblain e
Guaraniees,

*  Guarantees should be constructed in a maf_mea: that they beoome paysble on demand

* The minimum long-term credit rating requirements may be acceptable undef the foflowing:-

Deiegation of Aisthorily Framework approvad on 25 Novefber 2015

gal acceplance from the Divisional Legal Dapartment and or Group Legal in respect of aj
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53.1
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- Group Treasury may also consider an equivalent raﬂng from other recognised faling agencies as contsined in the FRMF.
Note: The approvals of 2 are additional and donot inc!ude the amount of kewer level authority.

Finance
Bad Debt Write-off
Trade Debtors
m 325:::‘,& e 8cFo GIOREXA | pdt Committee Boacg™
£10mikon R2ridlion miien miltion -
i;!ug::;; Group Exco Member Capilecrn &“&‘é"“" Audit‘commm Board
w 7 Upto bgs“:mm’“ a‘{%zg%c l;:g%gg excsggrg m@m Exceeding RSO0 mizion
“Approval fimits are Ri0milion and R20mittion for TFR per b ion subject {o an ennual cumulative limit of RS0 million and
R100m for TFR, Specialist Unit limit is RSmilion cumutative per annum, ‘
Setting of Hmits for cradit facilities (Trade debtors)
%‘m ﬂ"em " ggmm; TFR.CFO TFREE GeFo 6CE
Operatig | Upte butnol Up to but nat g 10 but nat tiptobuthol Up1o but ot
Onvions mmaw exm f20 e:cemgﬂ R100 m % 00 Excauting R300mBlon
w ﬁmr% m ;?ﬂ wia T m g;tue Excesding R300mitlion
mithon ___maion milien
Limits are per individual cusiomer/client, Cradi! lmits are o be reviewed on an annual b

division folewing the credit evaluation process.
rtemdl limits between ODs are not applicable.

asis. The limits are appicable subject o e

533 Issuingof Credit notes

Asprovai

Authority Divisional CFO Of Exeo* GCFO GCE

Oparating 0 bl rot exceeding %0 but nol exceeding Up ta but not axcasding -

v | Ribmifion 5 Retisiion ’ R3mion Excaeding R300million

Specialisl tobitncioxceeding | Up tobut not excosds Up o bt 161 exceeding g

| Unts i Rbmition  Romlon R300mition Exceeding R3t0maion

Limiis are per individual credit note and relaies fo externat parties. lssuing of credit notes regarding intemalinlerdivisional

534

transactions must be within the control of the divisioral CFOs.

Excludes the product reconcil
Commércial recommend (o the
Exceeding the operationai expenditure budget in total for

alion process st Transnet Pipef
00 CE the approval of ransacti

ines where the Divisional G
ons adsing out of the product reconciliation process,

the yewr [Operating Divisions/Spaciatist Units)

FO or General Manager: Stategy and

The Board of Direclors to be informed at svery meeting of the financial status and tatest estimates of the Company

Approval Authonty — CE:0D * GtED GCE Board
75%of
! Up 40 bul not exceeding §% | Up to but not exceeding 7 5% of Exceating
Opsrating Divisions of appoved budgat approved budget Wm:a s{o%
_magremel 10%
3 Exceading 7.5% of
U o hut nol eceeding 5% Up to but ot excaeding 7.5% of
Spacialist Unils i approvad budgst to 3 > 40%
_ufappmwdbudggl_ approved budget _ mgiman of 10%

d = —— _._ T _‘_ T e
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Delagations for operationat transactions that are too detailed to includa fn the Delegations of Authority Framework wiil ba
determined and applied in terms of the details set out by the CE/GE in conjunction with the CFoO of the respective ODISY
335 Establishing financial policy with regard to insurance
= GCFD . Risk Committe
Authority Lovel GCFD Wwith Chisf Risk OMicer to recommend & | Fanat ‘,
Iy el Fonsiing approval |
538 Mventory Write-off
OD Exco/CE* | TFR Ex &xcef .
At EZED e Goro | CroepRxel |t Coamittes Board
Opetating Upwobdnt [ Upmbdnot | Upiobuinet Wiobdeol [ Upotdng
;??Mm mﬁm e excasding mm Excoeding RS00milign
o . Group Exca Member CAPicIacro | Oroup Excal Audit Committee Baarg
I . Uptotut sl Up tobut ot Up lo but ot
tafis) Units ut not Sri¥on | exceeds ‘
Special up exceeringR g ey Sy Excaeding R500mion
* Approval limits are R10milkon and R20midiion Tor TFR per transaclion, subject o an annuat cumtaive fimit of RS0millon and
.’ R100mitian for TFR. Specalist UnitBimit is RSmillion cumuiative per annum,
D 54 Procurement, Enterprise Development and Suppiier Development _
Al procurement transactions (nchuding reverse iogistics ~seling of goods) must fully comply with the approved Supply Chain Policy
and Procuremment Proceduros Manual (PPM).) where applicable ~ Any commefcial agreement (for the purchase of goods o .
sendces) must be signed off by an authorised employee of Supply Chein Management (Procirerment) prior to sigring of the Cantract
ko imm_gnmagtepsaswcmﬁ.spem have been followed and that ai Procutement related govemance has basn .
PP ot el excunos spciaty mentoned i the PM, Toemy e realed specifically o thg
sppointmient of servica providers for Transnets funding and hedging requirements are not Subject i the PPy, i
541 Appointment of Consuftants
T Ao CE0D ang Groap Excof piisitions a
ffpm 2 ) " GE:!;: GeFo gﬂ:ﬁ ' Dlmwwg:’m:&c Poard
. . uptgm:m E - .l -
Ogeruting Divisions Pl Upto but not Up fo but net o bt rot xceading y
incloding TGP m‘m’“ I R5omion | exceeding R200mifon . mo:m Exceeding RID0NETID
Speciaiist Unit GE
- . Fouliiation &
Approval Authority " Acquisitions and
i, ﬁ:‘m g SCE Disposals Commitee Boarg
Mamberz
Bt bul
. Sjnml;rg ‘ Riomition Upw ~ ol uﬁg_m mtm Up o Bt not exceeding £ mm«:n
*Approval limils are cumulatve perannum. Excisdes appointment of consuitants {o perform feasibility studies for capital projects,

wt ¢ Consultants may only be remuneraled at set rates as follows;
“’-?“:} " uidlne frfeesas detemined by the South Afican st of Gharered Accountant,
- - Guids on Howly Fee Rales for Consultants by the Department of Public Service and Adminisiration

230ribes : i { purpose the Guidline on Cost Containment
Measures issued in forms of Mationa! Treasury's instruction Note 01 of 2013/14 must be fofiowed).

542
A Acqubsitions ang
prarir ol e atsca 60FO seg Disposals Boant
Opeenting Up to but not Up o bt not Up to dwi nept Up & bul not Up ke bt ngy Excauding R2 Sition
Divisions incl exceading encaading i excwoding axteeding R? )
e i RT00mitfio RP50miticn Ribifion Rt Shiton Shitlion
Specialist Unitfie. ‘
Approval Foundation and
Aumority -» Property Group
Exco Members 3
GE Up to but nat Hp o but not Up o bat Uip to et not Uptobutnot Exceading RZ Sbilkon
Spaciatist trits axceading axceading net excdoeding axceeding : i
axciuding TGP R10Cminion R750milion s R1.Sbkion Q. Sbilkan
P S

Delogaton of Auhorly Framework spproved oo gt e ember 205
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The CE: 0D may only delegate these powers to go to market with Open Tenders to Heads of Procurement. The Requisition (or
Request to Purchase) issued to Procurement must be approved by the OD's Budget Owner or GE in the case of Specialist Units or his
duly authorised delegate. Such approved requisition or Request to Purchase wil signify that the acquisition has been approved and
that the necessary funds are availsble.

Submissions requiring approva) by the person wilh delegated authority must also include a procurement strategy document wma;
includes Supplier Development. '

value} s
APprOvRl AUROY | e o andGETCP | GC8CO GeE mspmﬁ'%mr?i:-e towd
i == Ugt o but not Up o but not exceeding Excenting R1.5hisie
mp:amn%cp i ' GLEH&W_D"__ R Silln ‘ n
spe:ﬁﬂﬂﬂﬁtﬁf
{.e. Foundation
: nd isitlons and
Approval Auhorty m 608C0 oCE Omﬂ‘ b Board
e Mambers
= Upiabatnot Uptobut a
oxcueing TCP N N sooncnRin | U p " mdal
The limits are per transaclon/confinement. Al fequests for approval of ronfinements must be made by the CE.OD #zroup Exco
Member Brcugh the GCSCO and the BCFO to the GCE. The ODISU shall prepare the submission in colisboration with integrated
Supply Chain Management (SCM) to ensure that the moivaiion for confinement contains suffciest in et ore of

Sodigldll R Mt L o1 TEsatid - | S, ransact ! .ﬁlequntaﬂon
systern must be used, Thé uotation system i&'a procurement mechanism that may only be used:
*  Fortransactions helow R2million in value that.
¢ Relates o goods or services required on a non-repelitve basis,
o Marketis known.
* Minimum of 3 quotes must be obtained where appcable {greater than R100 000 but ess than Rmiflion),

544 M@i}é'g&iﬂﬁﬁ‘i intervention to address non-compliance with procurement policies and procedures

Approval L . Acquisitions and
Aulority — CE:0Diand GE:TCP GCFO GCE Bt Board
Operating Up to bt ngt Up to bt nof exionx
; 5 o bt nol excoading y
mmp i : N .m R%ﬁ!lim Rt .Sbilion Excacting R1.5billion
Speciallst Unit GE
. {i.e. Foundation &
Approval Acqulsitions and
Authority — Gi:w'“’p'm"” b 1 L Oispesals Commiites Boar
: Menders
S axciuding Uptobuteot Uplohu{nnlexnsedirg
P i Nit axmrﬁng RSOGmition le Wm R1.5bition

tepeat of the transgression within 30 days of the transgression being discovered,
545 Esﬁblhhing Procurement policy {opex, capex and disposals)
Authority Leves itions and Commitiea '

548 Procurement proceas approval

NOTE: Each ODVSL wil have its own main Acquitsition Council {AC) which wif consider and approve all procurament processes, as well as
¥he disposal of s¢rap, falling within its Jurisdiction from Ramillion, but not exceeding R700millon. This is subject 10 the discretion of
the CE: OD/GE: SU o fower the R2million thresholds, of o create Secondary RegionallLocal Acquisiion Councils. Where a
paricuiar Trananet Entity chooses to creats a secondary ACs, the jurisdiction of the Secondery ACs will start below the 2 milion
threshold. ODs have the discretion io set the maximum threshold/e of such seconds h

Y ACs b a valus higher than R2 miion. This
Belegation of Authortty Framework approved on 25 Nuveraber 2015
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Vaiue will then become the minimum threshoid of the main AC of the Transnet Entity. The CE: OD/GE: S may also delegate certain
pracess approval powers lo the relevant Manager for matters below the Secordary Acquisition Councifs’ delegation. Transactions
e;tceeding_ﬁle CE: OD'S/GE: 8U's de!e_gatecf authority will also be considerad by the OD's main AC fo

pproval body not agree
wilh the recommendation, the matter must be referred back o the fecommending officer(s) for reconsideration or re-molivation,
ODs, TCP and
TGC {Secondary S
Approval " Acquisiions and
Avthorhty mkm) 6E3Co GCFO &CE Disposals Commitie Board
Counclis
Operating Divisions Up 1o but not Up 10 but siot Up o but not Uptodut not ]
sncluding TCP ond o0 fiog o excesding Up o but not excasding Excending R2.5
§m, ' Ri0osition R7S0m@ion Ridaion RUSvion R2 Sbitien bilion
Spechaiist Unit :
{exctuding TCP
and
Acquisitions and .
Approval Authority Tcexs__xmq Gcsco BeFe GCE Disposali Committee Board
Acquisition
Counclls
Up o het ot Up tobut ot Up bo bt not
Bxeeeding extaerding axoesding
Specielit Units R20mélion subject | Up o but ot Rebion RISOBOD | Upwobutnots
. _ Sl xceeding | Exveeding R2§
gc!gﬂmmm Bbocongay | STERg RIS R2.5 bilion Billion
period nol
oanot!‘m 5years
847 Entscprise and Suppier Devélopment .
Approval j Acquisitions and
Aunorty | cE:0p <o acro GroopEXCO/GCE | DispossinCommitiee | Boarge
mmws tp o but aot ; »
: Up o butnot Up o bt act 2 ; Uplotut not exceading | Up o but et excesding Exeeeding
Goodm | excosdingRom | ercesding RoEsation it ) S250mFion RS00MiSion RS00mion
¥oT)
Specialist Unit Acquiskions and
GEfle. Disposaly Commitise
Rl oot | 8cro Group EXCOF GCE Board
Group Excn
Membery
T Upo byt
Units Up to butnot o byt ot Any amount
v, Uphmﬂmt. 4 Uphmmlmg Up to bul not exceeding ¥
s | oeedng | esting R2Smiion Rt R2S0mition RS00mifion s
TCL)

The abovementioned dalegalions are per transaction,

*RemSEC {o note all Enterprise and Supplier Devalopment transactions.
55  Contracts endior Agreements

NOTE §: Any person who has been authorised to exacute any legal documents including deeds, leases, assignments,
contracts, applicatons, financial instruments, extemal submissions 1o or on behalf of the Company endior its
OD's or SU's or any other legal documents may only do so with the prior advice of the felevant Legal
Gepartment as set oul in the Legal Policy.

NOTE 2: Urdess cherwise indicated in the authoeiBes below, the author

| Services

if i Contracts, the process
prescribed in the Procurement Procedures Manual must be adhered to,

NOTE 3: Any person authorised 1o enter ifto an agreement/contrast or

rent or other binding document involving capital
expenditure must have oblained prior financial appeaval in terms of the procedures set out in § 1 prior to entering

inlo such a CAPEX contract,
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NOTE §: The autorly b ekecue a conifactor atve bining document caries it e undefslanding that an authorised

: e e =05 , 1 ‘Gm&miginajsm'ofmmg deyicon
must be supported by auihorised amandment. documert
RIES: ThePmmgmemsmmWihlenmameMmtmma s
Non-material arfiendments (i.e. where the scope, value ahdior period of the contract is less thai 10% of fhp
oo b s e Managr Wk th deegetion o authorly may ffec such apendinent i b oy
Wbmmmw%mhmmmdmmmmm“ bl hersatir “g

marager who approves e sendiment mey be té arginal ignator of the conacs 1 o cumulative vaiue of

cumdlaive vilue f the amended coriract is sbove the orgial signaloy's ctegaton, ameriiient
mustbe approved by the next level of autharity 6n raview and recommendation of the original signatsiry.
*  NOTE: As 2 general ruie, contracts may be smended by not mare than 40% of the original contract value,
Any d:wagm (@ provided for In the paragraph below) it excess of this threshold wil only be allowed in
excaplional cirou 5 ) :

In such cases, PRioR review and Tecommendation must be obtained from the approprizie AC first, as wal
as the original signatory. Thereafter, the matter must be submitted for approvat v the person with
delegations one isvel higher than the person with the delegation of authority fo approve the amended.
value. This e appiies regardess of whether e amendment is stk whhin the orginal signatory's
delegalion of authority or above it, On approval, e amiended contract wil be signed off by the person with
the defegation of authority fo sign off the contract value concernied. However, this nule
amendments falling within the GCE, Acquisitions and Disposals Committee of the Board's delegation of
authorlty. For such contract amendments, the matter it ba submitted to the GCE, Acquisitions and
memﬁ%mmmm.mdmdhmmmﬁewmm '
cumulative value Is st within thelr délagations of authority).
+  For higher value contracts (ie. those signed by the operating division's GE, the GCFO or GCE), it is
advisable ko obtain a writien mandate fom that official empowering a delegate to administer such coniract
and to effeci changes to such contract nat exceeding 10% of the initially approved contract value,
55.1  Entering fnto andlor signing of Conlracts andior Agreements and award of business: (includin

g the sale of scrap)

:\:_llh«ﬂy CE:0D and GE:TCP SL8Co GCFO GCE . ﬁmﬂﬂﬁm and Bt
Operating Uptobitnat | Upiobutat | Upis bunot -
Divickons ; : : Uplobutaot exceeding | Excéeding

: p Io bul not escoding 700 milion oxcoeding | awmedng | oxcesding ;
mpﬁ"dm} 7 R7SOmiion | Ribion | Rison | R2Sbion R2:Sbikion
Approvel | CE Speciast Uit
sthority GEfie. Acqutsitions and
5 Fo:nmi:;!t Gf::mp Eme“ . ol k. Disposals Committes L

_Proper ]

. Up ko but not
Specialist b Up to but not

: excaading RSm Upmbutrol | Uptotuteol | upto butmot
g&m sublect 29 tha ”w:&%ﬁ?m siciding | oxcenting | exceedng | VR ”R‘“lgmm Eﬂm
Top) | comactosiodnat sy pedod ot | RTSmifon | Ridifin | Ry Suiion 2 5oition

oxceading 5 years kel
oo T e —————— -
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Contract award detagation camies with it the authorily o issue lefters of intent, letiers of award lefters o
finat conbract. Values are per contract for the fu!i':emx of the contract (Total value of contract

, govemed by the Operating bivisions of
Specialist Units, including ihe payment procass provided that the contract amount is not exceeded,

Contracts > R700 million, including Transnet's top 70% value opex items and capex contracts
Prier o enlering into & high value {oreater than R700 miflion) / highly complex contract {especially for the lop 60% value opex
#ems a5 daalt with by iSCM Strategic Sourcing commodity teams), any authorised official must first i)

) ise with a multi-disciplinary
team of experts at Comporate Centre, who should each sign off on any agreementicontract or oiher binding document:
*  Group iSCM.

Group Legal Services - entire document.

*  GCFD to sign-off after sign-off from the Finance Departments {Group Finance/Reparting Financial Plapning, Tax and
Treasury). '

*  Groyp Risk
Gretp Insurance,

Contracts less than 2700 million within the OD's fimit of authority, require a similar Process as set out above (o be foliowed
by the relevant 0D,

*  Approval o eriter Into an agréementicontract or other bindi

ﬁpmmm@mc_r-oasrequsreammemmem‘mtsm@aymﬂa&xmmwmmyexmm.
* The duy authotised offcial must oblain price witien approval réspect of FX agreemens

m gcmp Tax, Group Risk, Group tnsurance, Group MReporting, Group Legat Senvices {the enfire dowmeng’x

ering into and/or Signing of Revenue Contracts/Agresments and authority to lssge binding quotes ncally; (exclud?i{ﬁ "
lease contracts and the sale of scrap) - =

tef, Info an agréey g document invalving foreign cumency exposure (incliding
international. agreements) may not be sub-delagaied fower than to the Chiet Procuranent Officer {CFO) of an 0D, -

CE:ONGE 3Y GCFO GCE * Acquisitions and Board .
_ Goinmerzial Lissit perAnnum | Limit per Anneun Disposals Comsnitie | Limit per Anmum par contract
Approval Umit per Anvam per | per contract up to per contractupto | Eimit per Anniam per and contracts sxceeding
Authority — contract up 1o but not but ot exceeding burlnat excending contract and contracts Syears
rdbng Syeary Syears excéeding )
Sysarg Symare
Yp lobul not y
‘ 9 P o R2.5bilion per ‘
iipwbt_lgu_atemm exceeding R700 ansum but not Up to R3 b8 per emmaahmﬂp«mﬁn
Operating R500 mition but nol Milon bt not exceeting anmem, uallated total | and unlimited tota] conkact
| s 5 RizSaBnr | e vate e
Spectatist Unit 0E *_ Acqulsitions ang
i e | Lkipe dnoum | Lint e | D¥totae o Soard
Approva) contract Up to ut not per contractipio | parcontractupto | LI per Adnum per Limit per Annum per sontract
Augihorty — es;eeedfny But not axceeding | byt et exceading | Somtractand contracis and contracts exceeding
years ' xceeding Syears
§ yrars Syears Ehders, s ¥
Up %0 but nst Excaeding Rbillion par armum
gxceading RIGE U o R1 biffion but and unfimited lotal contract
Specialist Uplobutrotexceoting | milon buteot | notencesding A ""m?’.’“@"“f -
Unils Ribmiion oxcesding RIS | blionforhe o | 2, "‘“ﬁ; @
billon fo¢ tha folal conkract =
contract

phiance, GCFO and the G
but not exceeding revenue of RS00mllion Der anmy

foup Executive: Commencial in
B Rot exceeding 5 years,

noorporates more than one division must be signed off by the Group
mmm%eﬁbyﬂw CE: ODs, upto

413
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* I the conlract period is below 12nmnmsmeoﬂkactvabeistobeamuaﬁseﬁm

d the delegated authority required 1o
approve the transaction will be determined by the annualised amount.
Alllimits indicated above are exciusive of VAT
Board approval Is required if the annual vatue of the confract exceeds R3 bilfion,
553  Entering into andfor Signing of Revenus Conlracis/Agreements and authority to issue binding quotes internaticnally
including cross border contracts: (excluding leass contracts and the sale of scrap)
CE:0D [ GCE Acquisitions and Dispogaa Baard
Approval Limitper Armum | Limit par Annm per Limit per Anoum Gommitien Limii per Annem per contract
Authority | percontractup to contract up o bat percantractupto | Limit per Annum per contract and coniracts ex:
o But not sxceeding 7ot excesding but not exceeding and contracts sxcesding Sysary
__Syears Syears Syears Sysans
fa Up o bat not i Up & butnot 10 BUt Aot arceeding Exceeding R biiion
m mmm SooR IR | excueding Rt bion = Ridilion
GESU GCFo oCE Acguisitions and Dispossts Board
Group Exeo At par Annuen par | LIt per Anaum LCommitter Limit per Annum per conlract
Approval Members contractuptobut | percontractupto | Limit per Annus per contract and centracts sxceeding
Authoaty | Limit par Annpm nol exceading vt not excending and contracts sxcesding Syears
- per contractup to Syears Syman Sysan
but not exceeding
3 years
s | Uptobutnot Up 2 but nod Exceeding 3 biion
Specialisy Up 10 bat oot Up i but nat exceeding )
Units | So0oGng R200 PRERI IR0 | axceeding R1 bison bition
854  Intarnal Contracts
Conltracts between OD andior $Us such as senvice leve! agreements and project specific agreements may be entered into
between CEQDs or GE:SUs.
555 Property and Lease Agreements
All intemal and external Property Lease Agreements including revenue generaling leases and expenditure leases {excluding
vacant land),
Approval . el GE: Transnal Aculsitions ang Dispesals
Aoty — GE:OD ans GETCP Property GLFO G5 poln
Up to butnal ”"”“‘4‘& Up fo bt not =
Opsrating exeoting RI00 20 wicoeding - Up to bt ot
Divisions mifonperieasepar | mionannuaiod | SESANR200 | Cog e | EXcoeting RSO0 miion Rl term
anmim
Tenure not excesding Tenura nol exseoding Tenurs mot Tanure sucaeifing 10 Temre exceeding 15 yeors
Syears 10 yaars exceediog 10 years yeirs

»  Tenders tht include alienationfleasing out of land for

approval prior to going out on tender or RFP,

ra

Transnet Propé

of leaze agreements.

»  Gossion of lease

* Al extemal Lease Agreements (> § years) of properies on tandiproperties adjacent to offter |

belonging to Transnet Properly, must be communicated and a

entering inlo any Lease Agreomentts,

" Mhasesforvawnt!andmaymybaapprm
valuz exceads RS00million or the lenure excoads

the CE of the respactive ODISU

apeﬁodimgaﬁ:an&mmm&tbesubmiuedmmeecem

*  Cession of leases; All cession or assignmeanl of Lease ant

. o agresments shall be approved by the GCFO o Group Executive:
rly. For cession of leases at OD fevel,

May approve cession or assignment

o4 andiproperties of ODs and/or
greed with the relevant division/Transnet Property before

bymeGCEwﬂﬁuﬂieabwenmmrﬁteGCﬁ,appﬁmmeig if the jease

e excest ) or the lenure ¢ 15mmﬁenAmﬁsﬁmaM0iwﬁsC&nwueeaﬁmaﬁsreqm¥éﬁ
For the purposes of this transaction vacant land is corisidered to be undeveloped fand,

*  In cases where vacant and s feased out with its own rental premium applicable to i and a Separate rental premium for

improvements bmted on the poriion of the same léased sﬂg_. although part of one laase transaction ~ to the extent that the

""""' o e S . AL 2015 — = = — —— ———
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proposad lease has tettable vacant land, the GCE shafl approve such lease transactions in line with his limils of authority as
slated in the table above.

*  Inlerdivisional leases for vacant land may be entered into and signed by the respective CE: OD/GE: TCP/GE: Transnet
Property.

Leases for vacant land exclude the leasing in of fand to be used for lay down areas and bomow pits for projects.
Special Delegation ko apply lo the CE of TNPA in compliance with the National Ports Act of 2005 as emended.
Intemna) leases between Transnet Properly and the ODs/SUs may be signed by the CEz or GE's of the respective ODs/SUs.

Revenue Generating Leases: {eage agreements concluded by Transnet in its capacity & lessor for purposes of generating
revenue,

Expenditure Lease: Lease agreements concluded by Transnet in its capacity as a Lessee,

& Properies an DPE approved Transnet non-core fist may only be leased out for a maximam perlod of 10 years. Any leases of
these non-core properties for longer than 10 years require s 54 (2) of the PFMA approva by the DPE,

556  Non-Disclosure Agreemants

Non-Disclosure Agreements can, with the authority 1o sub-deiegale, be signed by the CE: ODs or GE: SU provided there are no
direct monetary obligations created for Transnet.

§587  Memorandum of Understanding

A Memorandum of Understanding must be signed by the Group Chief Execttive, with the autharily to sub-delagate, to the CE:
0D or GE: 8U.

56 Legal Services

NOTE: The provision of legal services must be In accordance with the Legal Policy. In respect of alf Htigation the bearsr of the
authonty may, after taking legal advice from Group or Divisional Legal Services, as the case may he execute alf
documents and do el things necessary lo give effect to hisher autharisation including submisslen through govemance

shuchures
58.1 Commencing and saltling any litigation, arbitration and other forms of Altamative Dispute Resolution
Approval CE:OD,
. ) GE: Legal and
. lonal Head: Legal 1T,
Authority Oivis Head: Lega GE: nn:;g;;pmy and Compliancs GLFo GOE
) Up tobut not exceading R1G mlioe:, Up fo bul not exeeadi
“Pe““;g Uplobulnotesceading |  Gregter eran R1Q million but less "': o but not 4 RYOTSon i Expeading
T Ramilion than R35 milion with concurence of Rm concurrence of GE: Legal | R100 maion
GE: Legal and Compliance and Compliance

Approval limits are per litigation matier and relaie to the setfement amount of that particular maiter.

Oategation Framswork approved or: 25 November 2015
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562  Disputes with Govervment and matiers posing a reputationat risk to the Company
I Risk Gommittes Zoard
=

—

Malters which posa 2 repulation! fisk o e | Any dispules with govemment enties or
Cormpany should bo sehmitted for congideration, abigation or simlar peoceadings s

business, fnancial condiion or p

where the oulcome of any itigadion,
mth:mm eftect on the
the

863  Defending matters in court or any other competent forum

| Approval Authority —» | |_Legal Manager
ﬁeimdhagé:mh !:ft;“gal W,my_ﬁwmmmmmns)mmwwmwmm,

NOTE: the Standard Operating Procedures for Liigation Malters prescribes the following:

*  Upon receipt of instructions, the Legat Advisor must ascertain from the facts of the case and in law whether:

- Transnet has legal grounds 1o pursue figation and whether it wold be financially viable t¢ pursue figation bearing in mind
the quanium of the matier and the costs of pursuing the matter; '

- llm!dham:ea‘dﬁsabialoseﬁeﬂaemaﬂer:

- There is any reputational or other risk to Transnet in pracaeding with the litigation;

- Whether there isanympaﬂemﬂntneads tobe created by the compaary for future similar matters,

- Should the Legal Advisor be satisfied thal, on the facis presented, Transnel should institute lagal action, the Legal Adviser
rust subrit & written request to the person duly authorised, in torms of the Dalegations of Authority Framewsrk, for
a@pprovat:

+  Toinstitute fiiigation on behalf or Transnet, and
*  Toappoint an extemal atiomey from the Transnst approved panef of altomeys,
584  Subjectto the Legal Policy, the appointmant of external advisors

, attoreys, advocates and any other extermal tegal
advisors including adjudicators, mediators, arbitrators for purposes of alternative dispute resolyt

: Aall 2 fon process under
NEC3 wnﬁax‘:ﬁs or any other contract.
e Authorty CE:00 GE: Legal and Compliancs GeE
i wgwwms 14p b bt ot exceeding R54 iion Excaeding RS2 lion
M esis sttt GE: Logal and Compiance oce
?ps:}i:i;nﬂgzdn:of wumwmo Up 10 bt not exvesding RS0 milion Fteeding RSG mikion
[ Legal

*  The amounts indicated retates to the claim amount in the case of

commencing fitigation, and the esimated legat fees o be
charged in a8 other matiers.

585  Plaading to criminal charges and payment of penalties Imposad by Regulators.

ffpmﬂmoﬂly CE:0D GE: Logal nd Compilancs =
op [ #0] exconding R25 =
L‘&m il iion Up bo but not exceeding RSO milfion g PO —
l:gtﬁsn:?:jsg? = GE: Legal and Comptiance Sts
Bpecialst s
G&mmm“ oo B ol o hvcesciog 7o an Excaediog R0 milion
Legal ‘

The amounts indicated relale to the amount of fine or penaity competant or imposad against the Company.

87 Human Rasources

Defagation of Auihorty Fraework spproved on 26 Noverbar 2018
agation of Authority
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INTRODUCTION

The Delegation of Authority for Human Resources provides for controls and good govemance in the tollowing areas:
*  Omanisation Managament

Personnel Appointments and Ramuneration

Appaintment of Fixed Term Cantract Employees

Interim ! Ad hoc Remuneration Adjustments

Rewards / Awards / Exceptional Payments / Ex-gratia Awards
Suspension of Employees

Dismissal of Employees

Mutual Separation Agrsemenis

Colfeclive Bargaining and Trade Union Recognition

Deviation frum approved Human Resources Policies

o 4 % & B 8 8 e B

PRINCIPLES
1. Afly dpproval in the Human Resources environment must be oblained from a manager who fs al feast ons hierarchical
Feporting fevel higher than the empioyee for whom authorisation is required. ' o
i 2. When scting in a higher capaclty, decision for own pastiofio or department that will ordinarily be recommended by the acting
) Incumbent must be referred o one level higher.
~/ 3 anmwgntquhahigberppgiﬁon.ﬂwmmemoidehga&nﬂﬂmmminwmchmepgmmfsacﬁng,may;
ke Wansfeited to the acting incumbent. The ncumbents immediate finé anager must agres o the appointmant of fhe
&cling person. The powers delegated to the person acting must be claary set oitin 2 wiitien document and the person-
delegatad the pqxersmustsignwrﬂtenawaptanceoflhqmwers. al
4. Each OD may impiement siricter delegations and increase: the level of authorfty above those sl out in the document.

such change must be in wiiling. w{
5. The HR delegations contzined hersin cannol be subdelegated excapt when delegating i an acling incumbent acting in the
mles spetified therein, j
5. Board recommendation and approval is required for the Sppointment and remuneration of the Transnet GGE and GCFO. -
7. The Remuneration, Socal and Ethics Committee (REMSEC) provides final approval for the anmual reward allocation
Inchuding the sadary mandate.
Ail matters refating to the posilion of the GCE and GCFO are reserved for the Board and Shareholder Minister in fine with the
Company's governing legislation and mandates,
ABBREVIATIONS
The abbreviations used in the Human Resources Delegation of Authority are set ot in the table befow:
FA Final Approval
FACC Finai Approval for Corporate Cantre S
FA.OD Final Approval for Operating Division
R Recommendation
R:0D Recommendation by Opereling Division
A Has provided advice
ACD Advice provided by Operating Division
C Consuliation
N Noting
i Inibatioh
GEHR Broup Exacutive: Human Resources
CE.GE Chief Executive of OD or refevant Group Execulive of Corporate Staff Department
GM: HRE General Mariager: Human Resources Enablement
GMHR.LCC General Manager: Humen Resourcas, Corporate Cenlre
GM:ER General Manager: Group Empioyee Relations
DD HR: GM General Manager; Human Résources al the Operating Divisian
M GM Line Management - General Manager

The table below sets out the delegation framework for Human Resources.

Degaionof Ay Fesnowes vt o e
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Group Exco (A lovel) Exaculive

Oireitors
1.2 Groy Lovel Y FA !
13 Gotieral M I3 R [y
14 Executive Clo A FA FA Rl
15 Senior Management {D levet

and FA
16  Organisational Structure of FA R

| CD«/SUsTCC
2 Personnel Remuneration
. nnenemSECravimmeGCE'smmentofperﬁomam Mmmmﬁonmmabmmenm‘ categary
shaft ba based an the Remunoration Policy. e

*  The appointment and ramuneration of an managemen leva! employees (lavels A fo F) will be guided by the Guidslinos and Satary
Bands issued by the Group Ramuneration Ofiice These Guidefines and Salary Sands wil taka into actaunt e occupational
specific calegorias.

. For'rmnagushlmlsAa:dBmeGmipRewmeraﬁmomeemremwmea

market informalion and intamal Pasty. Aporoval of the final appein
delegations below.

pproprats remunaration dands basad on
nent and remuneration Package will be In temms of the

Board | Resn$E anss —=h
HUMAN RESOURCES Shareholder c%;, GCE GE:HR | UCE! ODHR GM

21 Group Exco {A level) FA R

Execurtive Direclors !
22 Group Exco (A Level) [ “FA R
23 General Managars (8 FA R R

_level)

Z4 j c

IE%Tmmws i RA FA R
25  Sanior Manager (D level

and below) l A FA
26 1

Detegabon of Authortty Fraimework appraved on 25 Nowember 2015
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3 Appofntment of Employees (ndefinits Contract and Fixed-Term Contraci Employees)
* - A parson appointed on on indefinte contract or fixed-term contract ffor @ spacife paded of tme of o perform 2
Epacifie projct) must be appointad inlo an approved graded positon
+  Qnee Be appoiniment has bean appeovad, fre person defegated o approve e appalniment may sib-delagate the
signing of the sonlract of empicyment,
* Ay apgeiniment of a parson on an Indefinite of fixed term vorbact for emgioyment outeids of i botars of South
Affica must bo approved by the Group Chiel Execuve on recommendston Tom ths Chisf Executive of the
Operating Division or the Group Executive of Human Resources &t Tranznat Corparats Centre, including Tsansnet
propeny and Transnet Capital Projects
KUMAN RESOURCES Sharshotder | Boardt | memsect | aoe | oe:pm come | R Nt BTV COHR
Approyzl Cozp Boy cc 3 Handger
31 Group Exco [ Level] FA R
Exoeutivp Diruckors 4
22 Group Exce (A Level) % FA !
| 33  Goneral Mana ] FA 3 i
34 Exscufve Managess (€ R . ;
tovel) : ‘
35 Senior Management{D R FA
Jevel and below)
36 Mamager {E lavel and £A [
bekow) .
[ 37 Bargainiog Urit FA )
* The Charpersons of Remuneralion, Social and Etives and the Corporale Sovemance and Neminations Committeas wil be consulted by the
GCE for the appointment of Group Exco Membars {other than evecutive directors). The consutation wil be irough e memerandum submitted to
the Cheirpersons of the Commitises.
4 Counter Offers
1 .3n amployee produces § writen and mmtmlamﬂmﬂemmmmda!aé!saf e remuneration package, and the
Compaay saeks 1o fotain e empicyes based on tha eriicality of the STplOYan's ST, an interim adjustment of the employes's
cument revminerabog package may be offerad in tenns of the dalegations below, Adry counter olfer must be in 3ccordance with
the Guidelings and Salary Hands issuad by Group Renuneration
SOURCES Board
PNARRE Sharehoider g:'“mség GoE | e | OOSUCH OUER | amure LM:GM
44 Group Exo0 (A FA R e
isveliExpcutive Cireciors
42 Exco (A level) FA ] R Rl
43  Ganeral Managers (S lovsl FA R R -1 1
44 mmmmm(ﬁ RFA R R &1
45 SeniorManagemen (0 loval
Ilevelf) EA Eh R RALCR Ri
48  Bargaining avel employees
{in accordance with the :
ficebie Colective FA FACC R
Agreament)
[ | toterm Selary Afusiments ]
5 . hmmmszmmPMﬂwmmhyﬁwﬂEMSE&MﬂbsmMiMwwmmsm:s

Intemal Rewards / Awards | Exceptional Payments  Ex-gratia Avards

9 The amounls reflecled beiow are per inlistive frot per individual emplovee payment) per anum
R .‘:ﬁ‘ﬁ- .F*E‘ z e wr’ ..j ‘ ‘. T F};.;L - % = z
: '“ ik BT 5 B e b

£1 Ri5mand above : FA R R

5.2 Betwaen R 10m butngt exceeding R15m FA 24 1 R

§.3 Betwaen RE0 000 tut not exceeding R10m FA R R 1 R
5.4Betugaen820000hulmle R50 D0g Fh R R R1
5.5 Up to but noi fceeding R2G 000 FA R R Rl
sm.fpmmtmmuemmnmo FA “R R 1

Clogatonf Auaty Famence sproved on 5 e
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- mwmam&wmmmamm
* mmmwmnﬁmo( a bargaining il mmmehmmcﬁﬁﬂwayeeﬂelaﬁommar
MMWMMMWWdMM =
HUMAN RESOURCES Shareholder | Board | RemsEcy GE: | obisU | .obsy | om: |
: comGov | % | wn | cooe | wrew | tn | o | ER Manager
81 Group Exco {A Jovel Exscutia FA R O
| Dieciors .-
82 mmmmmw N £A f [ R
wmﬂmsj__
83 - GonuraiMa Savel) N R FA R
64 Emat o o AT R | A&
§ o
Y mﬂmwmmw R FA R A
e | 86 Baaining uitemployses A FA R
\D 7 Dismissal of Empioyees
. mmmﬂmeWWmcfmsmmmhprgahkeaﬁwmiumem
. m:wmwmamﬂmmaammmmmmuﬂhsebimadpﬁormhe
. mmwmmmmwmmmmtmmwemmmm
HUMAN RESOURCES Sharsholder | Board DS HR :
e oce | cem | OO0 | OOHR | ok on | W | ERwnager
71 GroﬂpAMExemm FA R
72 wmahvd : ¥ FA R 1
_ Pecutive dirpciors
73 wumtsm FAR R FA {
T4 Executva Managers (C vl | ki R | pee | ® )
75 D tavel
T N R R R.
78 Bamgaining unit empioyees FA R
L] Mutual Separation
. rmmmmmm«ummmm;mmqa«mma-um wilf be gu
the Cuidelines Issued by the Group Rémumeration O, N g
HUMAN RESOURCES Sharatiolder Board 5 ; GHHR,
G -
Rentec | oce | G0 | CORY | oomu | OER aaen HER
81 GrowExeo (Alevel) FA R
Exaeutive Direcion .
| 82 _Group Exco (A level) FA R R i 1
_33 “Gonural N FA R R ] 1
Emmmmm{cm: FA R
| andbalow ' 5 ]

Defegation of AthrtyFramanark pprovad on 25 November 2015
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o m%ﬂ'é‘w mﬂi
Lahlf

gh Court

~ Group Exco (A ove)
Exaculive Directors
92 Group Exoo (A level) N [ f | ®
.‘i'?wl‘ Eutive Difech I
93 _ General Masiagérs (8 tevel) N FA |l R R: i B
84 . Execulive Managers (C lavel) FA - R A R s
85" Maragoment D kvels and B ’
shelow ). o 3
[ 98 _Baraining unl employoes FA R i
- F Goilective Sarmaining and Trade Union Recogriion
.ﬁ *  Collective agreemsnis shall only be conciuded where a collective agreement
= w“ &3 fequired by law .
*  Shifl patierns and working arrangements are matters for consultation and noi
colfeclive agreemant
HUMAN REBOURCES B :
Rewsec | cog | CE o 8 R | euer LM:oH
01 mmammmmmm A R R R
axchiding shift patterns and mattars for msnmmn
102 for sdiary snd waga tions FA R R #1
103 Remgﬂsmcf‘rmdamummdsmhgqi
Recqend N o FA R4
11 Report all human Capitat Risks
Boayd Risk Commitlee | Coip Gov | RemSEC GCE GEHR
FA C N ¢ R !
12 Deviation from Approved Human Rexources Policies and Tecommendation of policles
HUMAN REBOURCES Risk Group ) ooisy | ocour o
Commitics | gye | OCF CEHR | cerme oM ER SHHR.CC
124 ' Any deviadionfom 3 -
| fransnet HR Policy” . FA R R R I |
122 Approval ol HRL poficies™ FA .

Dstogation of Authalty Framewoik approved on 25 Novamber 2015
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* Excluding Board approved policies.
58 General Defegations
581  Chartering of Aircraft
Authority Level < ODIGESU SCFO GCE
Chartering of Akcraft* - NIL Up to buit nct axceeding A3 miion Exceeding 3 milion
Chartering of halicoplers for operations R250 000" Up i but not excoeding 11 mition Excsading R milfion
* The limits for CE:ODs/ GE: SUs are cumulative per heffcopler per month,
582  Mobile phones: Authorising payments exceeding monthly limits (reflected in mobile phone contract)
Cempanywlde Sraup Exco Bamber feFo — . OCF
::&mmumuammw %mgmm s ‘,ﬁ mmwm
583  Entertainment Expenditure
Authorlty Level OD: CEt
Goup Executives GCE
; Up 16 batt ot exceecing R50 500 per occasion Amounts excesding RS0 000 por Docazion
Costs incumed by any person on behalf of the Company must be authorised by that

584

585

485

587

: person’s superior and must be within e
Approved budgetary limits. Supporting documentaticn should ba marked cancelied lo

_.__.,-..,.-,_,.,Lw— — = " = __ 15

; prevent ra-use thereof. All entertainment
expenses must be business related expanses,
Rewards/Awards/Exceptional Payments to sxternal parties: (Examples: Ex-gratia awards, exceptionat performance,
recognition payments)
CE:0D GEFD GZE REMSEC Hoard
Mum Up o butrot feiag Up to but not Up ko but ot exceeding
TPandTCP) | excoacing Re0000 | SAcaeding exceeding REmilion | Ritmilion Exceeding Riomiion
- Group Exscutive GCFO GCE REMSEC Board
Specialist DT Uptotari ot Tk
3 o hutnol Ug o but ool Up o hut nict exceeding .
i sxciedogRsoong | Sweedg sicoedogRombion | Rionskon Excaeding Ridmiion
Sponsorships and Donations
ey s 9D CE acFo see - g Board
oeraling oo butrit Upto butnol Up o bud not j Exceeding R20mien
Dhisions Pk ) P 1o bt nol o Up in bt nof exceeding
excoading Rimion | exceeding Rmaion | £/Coedog R20milion
pri s Hy— | GrospExecutive GCFO SCE e Board
Specialet | Uptobutnat Yntobutnot ‘e‘%”“ Upiobutnotexceeding | Excheding R2Gmilion
Unis exceading Ririlion | exoeading Rmilkon Rl ROifEon
Approval limits are cumulative per annum &.4. ihe CE:0D can approve a lolal amoeunt of RSm per annum for spensorshins and
donalions. :

Annual filing of tariff applications with Regulators

» 0D tariff increasa applicalions to be submitted to Exco for approva,
¢ The CE: OD in concurrente with the GCFO are delagated to file the

Tarifis appiications with relevang Regulatory bodies.
International Business Travel {including travel to African tountries)

Approval Authority
Balow CE-0D level a2 Operaling Diwigicn GCE

CECD GCE
| Corporate Cenire GCE

Specialist Links GCE

Group Executives GCE

Yravet i SADC Couriiries CE TFRICE:TEJGE;M&GS&M@I
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L__GCE and Chairperson

.. o | User - Rotospective e by GGE o Chiiperson ard vios virss —
ineas benefits, analysis and purpose fo be demenstraied in the appiication b the respective approval authorty,
Post travel a report back on the achievemsnt of the above to be submitted to the respective approvat authority.
Domestic Businéss Travel
Approval Authority
GE of Specialist thit Group Exco member responsible
General Managers/Exiended Exen CE-ODICFO-O0/SUMGIoup Exscuives
A other ipvels T T S —

All trave) must Be in lne with the approved Trave! Policy as amended in accordance with the pravisions of Nationad Traasury
Insiruction Note 1 of 2013/14. Extended Exco Members at an OD/SU may sub-delegate 1o the appropriate iower lavet,

Approval Austharity

Exiaimnal commiication on stialegy and operations m:mwmmwce«mgm E

MMnmmmmumm &ggmmmrmﬁmmonagmmm

Commurication with the Sharehoider Mintster ' Office of the GCE o Chaiperson of ihe Board of Directors
Approvat o allend seminars and or conduct presentations to external parties which may result in indirect communication may be
approved by 2 CE:00 GE:8U or the GCE,
Establishment of Spacial Pumposs Vehicles (8PVs), Public Private Partnerships (PPPs), Private Sector Patticipation (PSP}
and Trusts

Approvai
&hblshmru of SPVs, PPPs, PSPs demgwmmmmmdm_ by!DC.EnGCEkGGFO.GE:'LegaIanqu
and Tausls i

e afl pev the Materiality
mmmmewmhmwmh&qmﬁmmmsm iiad i
c«mmummmmG«WMManywwmw g

0 i il 0 bul ot excesiding
capital visk of R100mafon ml&hmmmmmmummmbymmwm
approval.

GE: Commeiial SCE
Commantemant of dug ummmem@;gmmmm Excaeding R5m for bve siud
dilganceffezsibiity saudes for PSPs, J
PPPs ol PV
The Company shall not without the prior

falls Gutside of the fimits frescribed by the Shareholder's Compact or the Significan
5811 s
To beveadin conjunciion with 5.8.10 above.

writlen approval of the Shareholder Minister saler into any ransaclion which exceeds or

ce and Matsriality Framework,

Eszabﬁsgnﬁas; of Joint Vantures cr Congortia with Entities Incorporated in foreign jurisdictions

Approval Auttority.

[ Estatistmont of Joint Ventires of : :
Densorta wRs Entiles incomorated | ently incomporated in foreign juisdiction fequinas spgroval
i forelga risdictions the Board and in addion, f # akso contains foraign

recommended by the Board of Direcirs for he

mm_memmmmwumrmm

I BERCSUTD, it
the monetary thresholds ndicated meumwmmm 535.1.2 abowe.

ifmpﬁahktismﬂﬂmiﬁonabam.amspmmkmaswﬂm
|_ mmuhﬁwc«mauwmwemer.cswmmm

¥om the Sharehoider Minkster on fecommendation from

Matetialty and Significance Framework
0§R1Mmmmmmmm

Tre Company shall not witheut the prior written approval of the Shareholder Minister enter inio any lransaction which exceeds or
falls oulside of the limits prescribed by Ihe Sharehclder's Compact or the Sigrificance and Maleriality Framework (SMF)

5812 Restructuring and sale of business

Reshucuring or szie of buziness

Approval Authority

5813

Hoard in stcordance with Secion 54 of S PERIA
Pension Fund and Medical Fund Rule Amendments as recommended by the Board of Trustees of the Funds

Approval Authotity

cmmmamummmmtmm

GOFQ and GCE
€5 pat requine Ministerial approval

of Authorty approved on 26 November 2015

mmmm:wmmmal Mhmnﬂhh%&fﬂ%%‘ for approval

424



5814  Application for Environmental Authorisation
* AR environmenial impact assessment or basic assessment applications must be
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prepared by a compelent independent

environmental assessment praciitioner/consuliant, unless exsmption from this provision has been obtained in writing by the
Department of Environmental Affairs and under the supenvsion of the Envitonmental Depariment in the oo/su.

*  The application for environmental authorisation must be signed as per the approval authority below,

Approval authority to act 23 8ppilcant for an envitonmental auth ris
Trananst SOC Ltd ) ‘ e
Openating Division Prifect Manages/
Erwi rial
| Speclalist Unit (Transnol Property] Chil Offces of
Spechalist Unit (Transnat Capltal Projects) e

¢ The applicant remaine legally responsible for the compliance with the envionmenial authorisation throughout the

implementation of the suthorisation.
*  Shotld an authodsation for new capital projects contain operational elements after formal ha

mdover of the project by TCP,

the DEA needs lo be informedin writing of the change in names and acknowledgerment from DEA be filed,

o Bhoud any of the above applicants leave the Company, the DEA needs
responsible for the implementstion of he envirnmental authorisation,

5.8.15 Apgiication for Liquor Licences (af types)

to ba informed in witing of the new person

Approval authority fo act as appifeant Yor applicalion fer fiquor licences for
Trangnel SOC Lid
[~ n Chiof Fxaculive
%ﬁm&! Propety and Transnet Capttal | Group Execubve
Projects and Foundati
Cenlr Group Criaf Executve
816 Company Membarship of industry Associations or International Organlsations
Approval CE:0D or GE;8U GCE Remunerations, Social and Ethics
Authority Commitice b
Up to but nof exceeding Between RS million and | Above R20 mitlion,
RS mitlion R20 mikon :

The relevance of such memberehip shall be reviswed annuaily by the CDISU concerned

5847  Enterprise information Managemgat Systams {EIMS) Governance Framework and Charter
The Group Execulive: EIMS is delsgated lo approve exemplions lo the Framework.
5818  Recommondation on Board-appraved Policies
Bowd | Audit | Risk | ADG Corporaie Govermance and RemSES
Deviation from Policy: Nominations Comimitas CEFEE
Gtvemance end Elfics Managemenl Poldies FA R '
HR related {succession planning, oxciuding sxecutve R
Gireciors) FA
HR tatated (sucoassion planning fof execuive and ) R ] R
HR relaled (parfoimance management) FA R
f felated FA R R
i ! FA R
fisk redatad) FAR R
Vreasury Retated FA R
Tax reisied A ”
C4i retatad FA ] ==
{ Compliance refaloy Al &
Markafing ard Advertising FA ]
| Sstainability (Enecgy and Waler) EA R
B-BBEE FA R’
PP FA R
Financial Policy w .t nsuranca N 7.3 R

Delsgation of Authorty Framemerk apprcved on 25 November 2015
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From: Mathane Makgatho Corporate JHB
Sent: Thursday, 21 August 2014 12:54

To: makgathom@telkomsa.net

Subject: #W: China Development Bank
Importance: High

From: Mathane Makgatho Corporate JHB

Sent: 21 August 2014 12:54 PM ] [
To: Brian Molefe Transnet Corp; Anoj Singh Corporate JHB

Cc: Yusuf Mahomed Transnet Corporate JHB; Dorathy Kobe Transnet Corporate JHB
Subject: China Development Bank

Importance: High

_Jar Brian and Anoj

I trust that all Is well with both of you.

and lead negotiator for the facility

as | believe there was no need for them to be appointed glven progress that we had made '

] e there wa dint had made. Idcnotsup_portihata
R26 billien facllity be negotiated and led by a transaction advisor, as we cannot and should not

-In isolation of Transnet's current Rog billion debt portfoiio.
Py snders and investors, we make certain undertakings and covenants that should apply 1o {
#7%act that Transnet’s biggest ever transaction, Is negotiated and decided by dutsiders (Regim
—45 It exposes the Company to undue risk. When we negotiate a factlity of this ma
disciplinary team that includes legal, tax; acco inting, structured finance and

is to ensure that all potential risks relating to the facility are identified ang mitigated to the extent possible,

2. Fees
3. Interest expense

The current pricing indication fs not in line with other DFl's; asset backed or ev

bank facility is tled to procurement from China, as it is Supposed to support CNR an

negotiate a loan facility
When we negotiate and enter into agreement with
uture facilities as well, The
iments)is a cause for concern
tis magnitude, we assemble 3 mutt-
t risk management team members. This

en tled facilities. The main
§ in its funding portfolio is

: : d CSR iocomotive contracts,
the terms and conditions should mirror that of tied facllities as well as asset backeg facilitles. These two

elements {tied and security) should transiate into cost effective funds which sho
well as simpler terms and conditions. This facility cannot be compared to a G
bond is unsecured and untied and does not have ather DF related faes.

transparent and in fine with other intarnational bond Issuance of similar rat

uld be close to local funds a
MTN global bond as a GMTN
The pricing of a globa! bond is

ed entities. The same Is nottrye
withCD3 facility.



given potential capital leakage of up to .7 billion in excessive interest expense and excessivé arrangement
fees which may be classified as PFMA violation given information at ou

expense will have a negative impact on the already fragile cash interest cover ratig. therefore recommeng
that we terminate discussions with China Development Bank and explare other sources of funds, Transnet
has proved its ability to raise funds from diverse funding sources even under trying circumstances. in 2008.
09, we were able to raise over R22 billion even when the market was “closed” for other Issuérs_. The iatest
example Is our abifity to raise g biliion for the locomotive deposit at short notice. As Indicated in the

£
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Company's June 14 BOIng toncern document, the Company has sufficient facilities to meet all [y obligations
as they fali due. The résuscitation of Traninet’s domestic hond program and availability of short term Yacifities
Wl ssist in alleviating any potentia) ms&ﬁdﬁ problems. Evenif domestic spresds can widan, overall pricing
will still be much better that the COB facility.

Sincerely;

TRANSNET Mathane Makgatho
Group Treasurer
W, - Group Treasury
Transhet SOC Ltd
427113082613 8 42783270 %651
& 427 11 308-2609 [
WY transriet riet
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MEMORANDU M

[

femns -
To : Gatry Plea, Acting Group Chief +na_nda’i Gfficer
From ! Phetolo Ramosebudi, Group Treasurer

o SUBIECT : maa BILLEON CLYB LOAN INTEREST RATE RISK EXPLANATION |

GD PURPOSE:
B )

The purpose of this memaorandusm is to o ptain approvat from the Acting Group z’.‘h’j;f
Financial Officer 1o :

h e

L1, Hedge the interest rate fisk exposures fromffioat fﬁr-ﬁxg;d;_hg,s;gg}gg& the amoijnt
of R12 bittion, |

I
\\3 1.2 Instruct. Regimentzs Lapital as per, thej ;Q,M gz,,’"omobves mandatéto exacyte :he

hedges with Transnet approverd tountetparts !
‘é’nmmﬁw Agltsty VE I the:rite

L8 ‘l‘ﬁa,execution COAE e&hvdges by RPgi
13@@{” I‘he ;ntere:sz Tt %ﬁﬁ%ﬁ

mcmammn;

3 | 4
2o A dup foan o the amount of R12 bilion was recently entered into 1o fund “ tha

;cccmc:ima- payments o CSR-and CNRF wgéi,?awrf:‘gaqug.afwiﬂ%n ma;ur;g
fe:amarynza;g . s it ‘

3 _“g‘h'e b joan was dons o g Aoating refte batis at a st of 3 month Jihar pivk 270
Liasis ooints @ manage the pricing diverg*ance from all parts.

DISCUSSION:

T e gy e | it S R -

4. The curent floating rate rigk exposure [of the total dehe portiolio s ?9% aftar the
“cusion of the hadges and 71% fixad.

g {f the fm amasunt of the club ian & If@; fuded as Fixad, the floating rate portion will
cecrease from 299 o 26%, which is m& within Board approved Smic in FRMF, Thig ig

%

?
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Transnet SOC Ltd Carlton Centre P.0. Box 72501 TRANSNET
Registration 150 Commissioner Parkview
Number Str. Johannesburg South Africa, 2122
1990/000900/30 2001 T +27 11 308 2250
F +27 11 308 1269
MEMORANDUM
www.transnet.net

To :  Garry Pita, Acting Group Chief Financial Officer

From : Phetolo Ramosebudi, Group Treasurer

Date : 02 December 2015

SUBJECT : R12 BILLION CLUB LOAN INTEREST RATE RISK EXPLANATION

PURPOSE:
1.  The purpose of this memorandum is to provide an explanation to the acting GCFO on
the interest rate risk exposure on the R12 billion club loan.
BACKGROUND:

2.  Aclub loan to the amount of R12 billion was recently entered into to fund the locomotive
payments to CSR and CNR as well as redemption of loan maturities in February 2016.

3.  The club loan was done on a floating rate basis at a cost of 3 month Jibar plus 270 basis
points.

DISCUSSION:

4. The current floating rate risk exposure of the total debt portfolio is 29% after the
inclusion of the hedges and 71% fixed.

5. If the full amount of the club loan is included as floating in terms of how the deal was
concluded, the floating rate portion will increase to 36%. This is well in line with the
FRMF that allows a floating rate portion that may be managed between 10% and 50%.

6. If the full amount of the club loan is included as fixed, the floating rate portion will
decrease to 26%, which is still within Board approved limit in FRMF.

7.  The cost of the club loan is JIbar plus 270 basis points, which translates into an overall
floating rate cost of (6.517% + 2.70%) 9.217%.

8.  High level calculations done by our Traders have indicated that to swap the club loan to
fix, the mid-rate will be around 11.30% (NACQ). This excludes cost of execution as well
as spread between bid and offer which needs to be determined in market.

9.  Theannual interest rate cost of 9.217% on R12 billion is R1.106 billion, whilst the annual
interest cost is R1.36 billion on 11.30%.
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10. The latest 3 month Jibar forecast from BER is reflected below to give an indication of
what may happen with floating interest rates over the medium term.

Q415 [Q116 | Q216 [Q316 |Q416 |Q117 |Q217 | Q317 | Q417
6.50% | 6.50% | 6.70% | 6.71% | 6.89% | 6.86% | 6.84% | 6.82% | 6.81%

ACCOUNTING:

11. Any interest rate swap entered into will have to be hedge accounted for to minimise
volatility of fair value movements in the Group’s income statement.

12. Treasury has never applied hedge accounting on interest rate swaps in the past and there
is currently no interest rate swaps in the derivative portfolio.

13. PWC has been appointed a while ago to test system capability to apply either cash flow
and or fair value hedge accounting on interest rate swaps and the cash flow hedge
accounting process is almost completed, but not finalised.

CONCLUSION:

14. It is recommended that the club loan not be switched to a fixed rate exposure by means
of an interest rate swap due to the following:

- If there was a definite need to fix the rate during the finalisation of the club loan, the
loan should have been dealt as fixed, as any swap will create an amount of volatility in
the income statement due to fair value movements, which could be minimised by the
application of hedge accounting.

- Interest rate swaps will use massive credit lines from banks, which is not that freely
available over a 15 year tenor and these lines are required to hedge FX related
exposures due to MDS requirements.

- Swaps will come at a cost, which need to be determined in the market.

- Liquidity for the R12 billion will have to be tested in the market.

- There is currently a gap of around 200 basis points between the cost of a floating rate
loan and the indicative cost to fix, and based on the forecasts from BER and the
additional pressure the cost of swapping to fix will create on the cash interest cover
ratio of the Group, it is not recommended to swap the club loan from floating to fix.

DELEGATION OF AUTHORITY (DOA):

15. The DOA makes provision for the acting GCFO to approve interest rate risk hedging with
an unlimited amount and tenors exceeding 5 years.

CLUB LOAN INTEREST RATE RISK
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RECOMMENDATION:

16. It is recommended that the acting GCFO takes note of the interest rate implications on
the R12 billion club loan.

Compiled by: Recommended/Not Recommended:
Danie Smit Phetolo Ramosebudi

Group Treasurer Group Treasurer

Approved/Not Approved:

Garry Pita

Acting Group Chief Financial Officer

CLUB LOAN INTEREST RATE RISK
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7. The annual interest vate cost of 9.217% pn R12 billon is R1,106 bifion which isii kelv
to be volatile due tn the high inflationary raviranment ahead whs&st the annuai in&erest

n::st Is R1 38 biiison on 11.50%, This elininates the interest uncertainty for the

and fixed the commitments for the duration of the foan.
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A 8. The latest 2 month Jibar forecast from R is reflected below to give an indicati
wihat may happen with floating interest rdtes over the meditsm term.

!oan

on of

1Q4 15 [Qii6 16216 Tqais QF 18 (0117
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8. As'per the interest rate forecast above, the short term interest rates are Bxpec

thd to

:ncrease over the medium period, the pases a serious risk to Transnet debt poytfolio

which is currently 26% floating;

;

10. In addition, to this, the volatile currency has a consequential risk to the shont term rai:es

(b too, which will be a double whammy to the|rates;
A

11. The interest rate expense line s expected to increase in line with the Increase 132 the

short term rates.

12,1‘{155 'wﬁi have a negative inipa’ct to the (ash interest Cover ratlo to the datrim

Transnet ratings;
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CHX LINKED SWARS:

15, As part of the progression to relieve pressure on the CIC ratio, thereby m?nag:ng the
cost of interest expense ang short to medibm term liquidity, a conversion of R1% Eli:on
fixed rate debt (bonds) need be swapped CPY linked debt early in the new-year! This
shau!d ba in ling with the apprepﬁate accou ting tmatment *

16. The net savings achieved from converting fixed bullet bonds to CP1 linked will be pokitive

o

(5
‘. Kk
i

initiafly, but will result in {arge cash outfloy
will aeed 0 mea: liguidity demands as 4
Treasury is developing 2 solution related

balloon payments of the CPI bond and swar

but will increase closai to the bongd redem

¥S 2t redemption of each bond ane Transnet
e redemptions of the bonds fall gue! The

o the redemption portfolic to catar fci;; the
3 i

ion gdates.

37, Thie above will result in iower interest payrrrnts over the majority of the life of the ifmnd,
P

18. The above action will furthermore increase
assels and Habilities,

ACCOUNTING:

19, Any interest rate swap entered into wili H
volatility of Fair value movements in the Grg

20, PWC has been appointed a while 290 to td
2nd o faic vale bedge accounting on o
acounting process ts almost completed.

BUDGET AND FINANCIAL TMPLICATIONS

the duration of the dabt pattfolio to manage

ave to be hedge accounted for to mémmjse
up’s income statement,

St System capability to apply either cash iflow
terest rate swaps_and the cash flov hedga

21, Interest is budgeted for in corporate plan

DELEGATION OF AUTHORITY {DOA):

22, The DOA makes provision for the acting

T e e s s it

for 15/18 financial year.

GCFO to approve interest rate risk hedging \

with an unlimited amount and tenors eXCfecﬁng 5 yesrs.

CLUB LOAN INTEREST RATE RISK
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RECOMMENDATION:

J

24, It is recarmmended that the Acting GCFD

1Sk éxpasures on a float for fixed basis fo
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l> = { _'}""" 5.,‘

Fhetolo Ramosshudg;
Greup Treasurer
Date: fnfj fy

Acting Group Chief Financiat Officer
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From: Phetold famosebic Traras Corporate Jup

Sent; y ; 2, 2015 12:50 ppy
T036arry; 2 ‘gnﬁf.n‘et;r Orate J ‘
Se::Danie Smn v spet : ¢ ¥

ject: Re: R12 BN CLUL LOAN INTEREST RaTE RISK
Hi Garry

: .-.iesé this is true jf the Club loanisthe o

ily transagtion Tnet is doing for the entire MDs period, Amig the volatile
- ngmlc environment ghead of us, itk highar i..-!iationa 'Y environment, it js important 1o Mmanage the interast
i tIon. 80ing forward to cyea. that certainty in Tnet interest Fopense for the management of the CIc,
o ks ﬁmfgmfp(udént in an high Inflation enviranment ang Vvolatile ex_chaﬁge Tate to fixed fiost of the
Mimit

com ?n_?*."nt- fo' the same reasons. This wilj help us to reduce the number of yva rizbles to"ﬁﬁnage the ded'inlng
EBidta levals ' ‘

A proper submission is on the way for 5 Pproval.

Regards:
Fhetolo

/02 Dec2015, at 10:46, Garry pira Transnet Corporate B <G

1
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From: Brickman, M. (Moss) <MossB@Nedbank.co.za>

Sent: Wednesday, 16 March 2016 1:30 PM

To: Phetolo.Ramosebudi®transnet.net

Subject: Finalisation of documentation surrounding the swap transaction

@-ms-viewport { width: device-width;}
Hi Phetolo
Once again thank you for the opportunity provide to Nedbank to participate in your hedging requirements.

As per our discussion, in order that we are able to close the loop on the transaction completed it would be most
appreciated if you would share with us the special authority granted you to go ahead with the hedging.

We are still awaiting the signed confirmations ~ but are aware that some pecple are travelling

“"ﬁﬁditionaily our compliance is requesting a letter that essentially states that Transnet has looked at the transaction
and the rates concluded and that Transnet is satisfied with the pricing and value of the transaction.

For ease — essentially they are looking for something atong these lines:

“In terms of the Interest rate Swap transactions entered into with Nedbank on or about 8 March 2016, | am aware
that these trades prited at a pure mid-market rate of approximately 11.42% nacq. | am further aware and agree that
these trades were executed at a level of 12.37% nacq — which results in a difference of 95 bps over mid-market
value.

The trade numbers of the trades in question are set cut below:

32538073
32539903
32538332
539770
ﬁsa’:m

o

Your assistance in this matter is much appreciated

Regards
Moss

Moss Brickman
Head: Balance Sheet Management - Treasury

SRR Nedbank Corporate and Investment Banking

e Sixth Floor Block F Nedbank 135 Rivonia Campus 135 Rivonia Road Sandown Sandton 2195 South Africa | PO Box 1144 1ohannesburg 2000 South £
427 {011 294 4488 +27 {0)86-528-0970 c +27 {0182 5000276 ® mossh@nedbank.co.za Website: nedhank.co.za
"Promise only what you can deliver then deliver more than YO promise™

(g
&Y




*" From: Carol Phiri Transnet Corporate JHB

Sent: 16 March 2016 05:24 PM g °
To: Brickman, M. {Moss) 3 P
Cc: Phetclo Ramosebudi Transnet Corporate JHB
Subject: RE: Attached Image

Good day Moss

For ease of reference, Mr Ramosebudi has rephrased the content of his e-mail in a form of a letter for the
supporting documents.

Regards

Carol

4t 16 March 2016 04:32 PM

.. -To: Phetolo Ramosebudi Transnet Corporate iHB
C¢: Carof Phiri Transnet Corporate JHB

- Subject: RE; Attached Image

%5:1: Brickman, M. (Moss) [maiito:MossB@Nedbank.co.zal

f\ppreciated
< Moss

From: Carol Phiri Transnet Corporate JHB [mailtn
Transnet Corporate 348

Sent: 16 March 2016 04:15 PM

To: Phetolo Ramosebudi Transnet Corporate JHB; Brickman, M. {Moss)
€c: Carol Phiri Transnet Corporate JHB

Subject: RE: Attached Inage

SRel.nstl On Behalf Of Phetolo Ramosebudi

Good day Moss
Flease find attached approval for the transaction. This copy replaces the one which was sent by Phetolo earlier.
Regards

Carol

From: Phetolo Ramosebudi Transnet Corporate [HB
Sent: 16 March 2016 03:14 PM

To: MossB@ Nedbankcapital.co.za

Subject: FW: Attached Image
Hi Moss,

in terms of the interest raté Swap transactions entered into with Nedbank on or about 8 March 2016, | am aware
that these trades priced at a pure mid-market rate of approximately 11.42% nacq. | am further aware and agree that
these trades were executed at a levef of 12.37% nacq - which results in a difference of 95 bps over mid-market
value,



~1x CPl loan novation as per the GCE approval no fe

=« Kind Regards -

L E 'r“[?wt‘

Furthermore attach is the approval for thé tr:

; e 1Y & L
Ny 5 -

e T e Bl e s G e ] .
actions. Please note that the second subsequent transaction for the
es for Regiments as the 1064 locomotives agreements:

g, ¥

Phetolo e |
From: "Phetolo Ramosebudi Transnet Cotporate THB"

Sent: 16 March 2016 03:06 PM

To: Phetolo Ramosebudi Transnet Corporate JHB

Subject: Attached Image

[nallia:Phe

DISCLAIMER: The information contained in this email and its attachments is both confidential and subject
to copyright. If you are not the intended recipient, you are hereby notified not to read, disclose copy or use
the contents thereof in any manner whatsoever, but are kindly requested to notify the sender and delete it
immediately. This e-mail message does not create any legally binding contract between Transnet SOCLTD
and the recipient, unless the contrary is specifically stated. Statements and opinions expressed in e-mails
may not represent those of Transnet SOC LTD. While Transnet will take reasonable precautions, it cannot
give any guarantee or warrant that this email will be free of virus infections, errors, interception and,

% ?r efore, cannot be held liable for any loss or damages incurred by the recipient, as a result of any of the

ubove-mentioned factors.
DISCLAIMER: The information contained in this email and its attachments is both confidential and subject
to copyright. If you are not the intended recipient, you are hereby notified not to read, disclose copy or use
the contents thereof in any manner whatsoever, but are kindly requested to notify the sender and delete it
immediately. This e-mail message does not create any legally binding contract between Transnet SOC LTD
and the recipient, unless the contrary is specifically stated. Statements and opinions expressed in e-mails
may not represent those of Transnet SOC LTD. While Transnet will take reasonable precautions, it cannot
give any guarantee or warrant that this email will be free of virus infections, errors, interception and,
therefore, cannot be held liable for any loss or damages incurred by the recipient, as a result of any of the
above-mentioned factors.
DISCLAIMER: The information contained in this email and its attachments is both confidential and subject
to copyright. If you are not the intended recipient, you are hereby notified not to read, disclose copy or use
the contents thereof in any manner whatsoever, but are kindly requested to notify the sender and delete it
immediately. This e-mail message does not create any legally binding contract between Transnet SOC LTD
and the recipient, unless the contrary is specifically stated. Statements and opinions expressed in e-mails
a2y not represent those of Transnet SOC LTD. While Transnet will take reasonable precautions, it cannot
g'e any guarantee or warrant that this email will be free of virus infections, errors, interception and,
therefore, cannot be held liable for any loss or damages incurred by the recipient, as a result of any of the
above-mentioned factors.
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Kanabo Skhosana
“
From: Phetolo Ramosebudi  Transnet Corporate  JHB
<Phetolo.Ramosebudi@transnet.net>
Sent: Thursday, 24 March 2016 12:06 PM
To: ‘Brickman, M. (Moss)*
Ce: eric@icp.coza
Subject: RE: Transnet indicative pricing
Oear Moss,

Thanks for the indicative pricing below. However we have appolinted the advisors as previously traded with
Nedbank, and would prefer that you trade with the advisor an the deal as requested by Transnet and Advisor.

Thanks

-

rom: Brickman, M, {Moss) [mailto:MossBBiNedbank.co.za]

st 24 March 2016 11:52 AM 1
o: Phetolo Ramosebudi Transnet Corporate JHB

Cc: eric@tep.co.za

Subject: FW! Transnet Indicative pricing

e A it

Hi Phetolo

Nedbank Risk are struggling with the overall transaction ang structure but are aware of Transnet’s requirement for a
hedge

As per the below email Nedbank are able to provide the hedge directly to Transnet

Regards
Muoss

rom: Lippiatt, C. (Chantal)
~ jnt: 24 March 2016 11:28 AM

0: Naidoo, ). (Jayendran); Brickman, M. (Moss); Kilroe, A. (Andrew)
Ce: Fuller-Good, R. (Roger); Erasmus, T, (Thea); Etsane, M. (Mak); Mentis, P. (Petros)
Subject: Transnet Indicative pricing

Hi Ali

At the moment it has been resolved that if Transnet wishes to tradetoday we can do 5o by facilitating a stand-alone
arm’s length transaction with Transnet directly:

The indicative pricing is as per below:
Transnet receives 6m Jibar

Transnet pays fixed 12.27% niacs
The fixed rate has been made up as follows:

Mid rate {inclusive of fee) 10.84%
Adjustment due to 3m/6m basis {mid) 0.55%
Liquidity and bid offer 3m/6m basis 0.20%-

Execution charges (Spread and liquidity) 0.40%



CVA, FVA and Margin

All-in hedge rate

26-Feb-15
17-Aug-15
16-Feb-16
15-Aug-16
15-Feb-17
15-Aug-17
15-Feb-18
15-Aug-13
15-Aug-18
15-Feb-19
15-Feb-19
15-Aug-19
15-Aug-19
18-Feh-20
18-Feb-20
17-Aug-20
17-Aug-20
16-Feb-21
16-Feb-21
16-Aug-21
16-Aug-21
15-Feb-22
15-Feb-22
15-Aug-22
15-Aug-22
15-Feb-23
15-Feb-23
15-Aug-23
15-Aug-23
15-Feb-24
15-Feb-24
15-Aug-24
15-Aug-24
18-Feb-25
18-Feb.25
15-Aug-25
15-Aug-25
17-Feb-26
17-Feb-26
17-Aug-26
17-Aug-26
16-Feb-27
16-Feh-27
16-Aug-27

6 991 500 000.00
-288 016 (87.56
-3019 625 569.00
-306 241 683.00
-311 317 512.00
-306 241 683.00
-311 317 512.00
-306 241 683.00
-349 575 000.00
-295 751 636.40
349 575 000.00
-275 617 514.70
-349 575 000 00
~168 934 335 85
-349 575 000.00
-244 593 346.40
-349 575 000.00
-332 219 176.75
-349 575 000.00
-214 369 178.10
-349 575 000.00
=201 256 619.85
=349 575 G00.00
-183 745 009.80
~349 575 000.00
<171 234 631.60
-345 575 000.00
-153 120 841.50
«34% 575 000.00
-140 092 880.40
-343 575 000.00
-123 173 450.40
-349 575 000.00
-110 737 66%.35
-349 575 000.00
-90 349 755.20
~349 575 000.00
-78 675 349.50
-343 575 000.00
-61 248 336.60
-349 575 000.GO
-46 443 835.35
=349 575 000.00
-30 624 168.30

12.27%

PRINCIPAL
INTEREST
INTEREST
INTEREST
INTEREST
INTEREST
INTEREST
INTEREST

REPAY PRINCPAL
JNTEREST

REPAY PRINCIPAL
INTEREST

REPAY PRINC:PAL
INTEREST

REPAY PRINCIPAL
INTEREST

REPAY PRINCIPAL
INTEREST

REPAY PRINCIPAL
INTEREST

REPAY PRINCIPAL
INTEREST

REPAY PRINCIPAL
INTEREST

REPAY PRINCIPAL
INTEREST

REPAY PRINCIPAL
WNTEREST

REPAY PRINCIPAL
INTEREST

REPAY PRINCIPAL
INTEREST

REPAY PRINCIPAL
INTEREST

REPAY PRINCIPAL
INTEREST

REPAY PRINCIPAL
INTEREST

REPAY PRINCIPAL
INTEREST

REPAY PRINCIPAL
INTEREST

REPAY PRINCIPAL
INTEREST

0.28%

MSM-468
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16-Aug-27 2AR -34% 575 000.00 REPAY PRINCIPAL
22-Feb-28 ZAR -16 973 458.50 INTEREST
22-Feb-28 ZAR -348 575 000.00 REFAY PRINCIPAL

Please note the above execution may have to be manged very carefully and is subject to our traders finding suitable
fiquidity.

Regards
Chantal

Chantal Lippiatt

Sales and Structuring | Markets | Nedbank Corporate and Investment Banking

NEDRANK Sixth Floor Block F Nedbank 135 Rivonia Campus 135 Rivonia Read Sandown Sandton 2196 South Africa | PO Box 1144 Johannesburg 20(

t +27 (0)11294 4661f +27 [0)86 505 7902 @ Chantaili@nedbank.co.2a
Website: nedbank.co.za

@q THINK BEFORE YQU PRINT - At Nadbank we are camrmitled to minimising enviconmental impact and encawrage the preseivation of natural capital,
<

®

Disclaimer

Your zlierlion is diawn to the following temms, which you wilt e deemed to have read and undersiogd All information centained herein, that ralstes to 1ax, accouns
not fimited io indicative ratas, temms, and price quotations, it contained in this e-mail (Infarmation”), is subject e change, and if relevant, subjact o market fuctua)
purpeses only and may hot ba considered as “advice’. a “recommendatien® or an offer 10 enter inio or tonclude any transaclions. Mo guarantes is given as (o1
Ipfamaation, .

Nedbank is nesther yous financial adviser nor doss it owe ¥ou any fiduciary duligs. You are cautioned {o ensure that you havs made an independent decislon in scoord
and financial rescurces and any other appropriate faclors inchuding seeking indepandent profassional advice. No guaramies, warranty, ar representation is made in 5
Ali trademarks, service marks and kgos used in this repod are rademarks or sérvice marks o7 regisiersd tradamarks or servics marks of Meadbank or ite afftiates
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Kanabo Skhosana

%

From: Brickman, M, {Moss) <MossB@Nedbank.co.za>

Sent: Tuesday, 22 March 2016 2:02 PM

To: Phetolo Ramosebudi  Transnet Corporate JHB

Subject: RE: Attached Image

Attachments: Scan_Phetolo Ramosebudi Transnet Corporate  JHB_20160316-151024 _3262_
DO1.pdi

Apociogy

Left off the attachment

From: Brickman, M. (Moss)

Sent: 22 March 2016 02:00 PM

To: 'Phetolo Ramosebudi Transnet Corporate JHB'
Subject: RE: Attached Image

\d)heto!o

o Will action
Some assistance please:

in the last set of documents you sent through (see attached) ~ the page & is missing
umps from clause 28 to clause 35
Piease would you scan and send page 6 through for completeness

Appreciated
Moss

.- From: Phetolo Ramosebudi Transnet Corporate JHB {ma ito: Pretolo.F

- Sent: 22 March 2016 12:29 PM
~ Tos Brickman, M. (Moss)

- “hject: RE: Attached Image

Dear Moss,

May you kindly send me the refreshed settlement instruction to book the transaction. | am afraid that if we wait too
long is a long weekend coming again.

Regards

From: Brickman, M. (Moss) [maito:MassBG Nedban)
Sent: 16 March 2016 05:38 PM

To: Carol Phiri Transnet Corporate JHB

Cc: Phetolo Ramosebudi Transnet Corporate JHB
Subject: RE: Attached Image

Thank you
Have a pleasant evening

Regards
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Mr. Moss Brickman
135 Rivonia Road
Sandown

Sandton

2196

Dear Moss

In terms of the Interest rate Swap transactions entered into with Nedbank on or around 8
March 2016, Transnet is aware that these trades were priced at a pure mid-market rate of
approximately 11.42% nacq. Our team is further aware and agree that these trades were
executed at a level of 12.37% nacq — which results in a difference of 95 bps over mid-
market value.

Furthermore, a copy of the approval for the transactions was sent to you on 16 March

2016. Please note that the second subsequent transaction for the CPI loan novation as per
the GCE approval detailing no fees for Regiments as the 1064 locomotives agreements.

Kind Regards

Phetolo Ramosebudi
Group Treasurer

Date: 16{01/2’37 0

Transnet SOC Lid Cariton Gentre P.O. Box 72501
Registration Number 150 Commissioner  Parkview, Johannesburg
1980/000900/30 Street South Africa, 2122
Johannesburg T +27 11 308 3001
2001 F +27 11 308 2638

Directors; LC Mabaso {Chairperson) 3 Gama* gActing Group Chief Executive) Y Forbes GJ Mahlalela PEB Mathekga ZA Nagdee VM Nkonyane SD Shane www.fransnet.net
BEG Slagrnan PG Williams GJ Pita® {Group Chief Financial Officer)
*Executive

Group Company Secretary: ANC Ceba
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MANDATE FOR DOMESTIC MARKET TRADERS

The employees of Transnet SOC Ltd indicated below are hereby authorised, in the normal
course of their employment, to enter into capital and money market transactions and more
spacifically to participate and deal In bonds listed on the Johannesburg Stock Exchange,
repurchase agreements, money market instruments and interest rate derivatives on behalf of
Transnet SOC Ltd, within the jimits set cut in the Delegation of Authority Framework andjor
the Financial Risk Management Framework as approved by the Transnet Executive
Committee or Board of Directors.

NAME IDENTITY NO, SIGNATURE
Yot
Reon Louw 660917 5025 081 \;\ﬁ“ A

Csaba Nagy 600714 5005 087

Devanathan Sathee 730826 5012 088 f =
f"f

Mark Tannous 771215 5142 0B9

THUS done and signed at JOHANNESBURG In accordance with the Transnet Delagation of
Authority Framework.

N ./ - N . "
NameT Mathane Makgatho Name: Anoj Si
Title: Group Treasurer Title: Group Chief Financial Officer
Date; Date: @ ey |
Transnet SOC Ltd Cariton Centre .0, Box 72501
Registration Wumber 150 Commissioner  Parkview, Johanneshuny
1550700900730 Stegat South Afriea, 2122
Iohannesbirg T +27 11 308 3001
2001 F +27 11 308 2638
1] Chaivman) B Molefer {Group Chigf WA Farwcchd Y Fortes HD Gazendam HP Moxasana N Hodla N2 N
g;:::m mgﬂm‘ } M%M‘Jmmigmu) ke 1 Sharma 18 Soama v teansnet et

Geaup Company Secradary: ANC Caba



MSM-473
445

IRANSNET

MANDATE FOR DOMESTIC MARKET TRADERS

The employees of Transnet SOC Ltd indicated below are hereby authorised, in the normal
course of thelr employment, to enter into ¢apital and meney market transactions and more
specifically to participate and deal in bonds listed on the Johannesburg Stock Exchange,
repurchase agreements, money market instruments, Interest rate and index linked
derivatives on behalf of Transnet SOC Ltd, within the iimits set out in the Delegation of
Authority Framework and/or the Financial Risk Management Framework as approved by the
Transnet Executive Committee or Board of Directors.

NAME IDENTITY NO. SIGNATURE

! .

Reon Ltouw 660917 5025 081

Csaba Nagy 600714 5005 087

Devanathan Sathee 730826 5012 088 M}H

Mark Tannous 771215 5142 G089

THUS done and signed at JOHANNESBURG in accordance with the Transnet Delegation of
Authority Framework.

Name: Phetolo Ramosebudi Name: Anoj S .
Title: Group Treasurer Title: Group Chief Finandial Officer
Date: dlestrory Date: 1z\ oy ¢

Teeasnat $0C Lid Garlion Contie P.C, Box 72601

Registralion Number 150 Commissioner  Parkview, Johannesineg

199000000/30 Strest South Afrca, 2122
Johannasburg T+27 11308 3001
2001 F+27 11 308 2633

Diractoss: LC Habaso (Chakperson) B Molefe* (Group Chiof Exacuiv) ¥ Forbes GJ Mablaleia PES Matheiga N Mook ZA Nagees YM Neonyane ‘
MR SallaS5 Shate Bgsragmm PGMEams(Argf:’;gh'(Gmc Fnandal Officer) e - L]

Grup Gomgany Sacrelary: ANC Cetre
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MANDATE FOR DOMESTIC MARKET TRADERS
The employees of Transnet SOC Ltd indicated below are hereby authorised, In the normal
tourse of thelr employment, to enter into capital and money market transactions and more
specifically to participate and deal in bonds fisted on the Johannesburg Stock Exchange,
repurchase agreements, money market instruments, interest rate and index linked
derivatives on behalf of Transnet SOC Ltd, within the limits set out in the Delegation of
Authority Framework and/or the Financiai Risk Management Framework as approved by the
Transnet Executive Committee or Board of Directors.
NAME IDENTITY NO.
Reon Louw 660917 5025 081
Csaba Nagy 600714 5005 087
Devanathan Sathee 730826 5012 088
Mark Tannous 771215 5142 089 /
THUS done and signed at JOHANNESBURG in accordance with the Transnet Delegation of
Authority Framework,
&
N;.r-ﬁ;: Phetolo Ramosebudl ..... :
Title: Group Treasurer Title: Group Chief Financial Officer
Date: lb/bcff/ L Date: oa’,as’/,b
Transnet 50C (1d Cariton Centes P.0. Box 72501
Registration Number 150 Commissioner  Paskview, Johanne
198000090030 Streel South Africa, 2122
dohannesbng T+27 11 308 3001
2001 F+27 11308 2638
Direstors: LC Mabaso (Chalrperson) 8) Gama* (Group Chisl Exacubiva) Y Forbes GJ Mahistela PES Mathekga ZA Nagdee VM Nkanyane SO Share wiw TransneLoet

66 Stagman PG Willama QJ Pita® (Group Chigf Finangial Officar)
‘Executive

Group Cosgaryy Secretary: ANG Ceba
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TRANSNET
MANDATE FOR DOMESTIC MARKET TRADERS
The employees of Transnet SOC Ltd indicated below are hereby authorised, in the normal
tourse of thelr employment, to enter into capital and money market transactions and more
spacfically to participate and deal in bonds listed on the Johannesburg Stock Exchange,
repurchase agreements, money market instruments, interest rate and Index linked
derivatives on behalf of Transnet SOC Ltd, within the limits set out In the Delegation of
Authority Framework and/or the Financial Risk Management Framework as approved by the
Transnet Executive Committee or Board of Directors.
NAME IDENTITY NO. SIGNATURE
m
E i T i
Reon Louw 660917 5025 081 ‘ E[\V/\
Csaba Nagy 600714 50035 087
Devanathan Sathee 730826 5012 088 ’ o
////_-«*W“
Mark Tannous 771215 5142 089 /&é
THUS done and signed at JOHANNESBURG in accordance with the Transnet Delegation of
Authority Framework.
it
NamePheto!oRam osebud; ......................................
Title: Group Treasurer : Gredp Chief Financial Officer
Date: Date:
'3/ Z/ 17
Teansnal SO Ltd Carlton Cenre P.0. Box 72501
Regisiata Nambar 150 Cammissionar  Pasfoiew, Johannesturg
1990:000300/30 Strest Saoth Affica, 2122
Jahannesbury T+27 11.308 3001
2604 F+27 11308 2838
ggucbrs LC m%?asédm-mm?mWWW G Mahiaista PEB Mathekga ZA Nagdes VM Nkonyane SO Shane v ransnel net

‘Exevive
Group Copany Secretary: ME Khurmalp
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TRANENET
MANDATE FOR DOMESTIC MARKEY TRADERS
The employees of Transnet SOC Ltd indicated below are hereby authorised, in the normal
course of their employment, to enter into capital and money market transactions and more
specifically to participate and deal In bonds listed on the Johannesburg Stock Exchange,
repurchase agreements, money market instruments, Interest rate and index linked
derivatives on behalf of Transnet SOC Ltd, within the limits set out in the Delegation of
Authority Framework and/for the Financial Risk Management Framework as approved by the
Transnet Executive Committee or Board of Directors.
NAME IDENTITY NO. SIGNATURE
Reon Louw 660917 5025 081 %}[ W
Csaba Nagy 600714 5005 087 /W M {
/M /"
Devanathan Sathee 730826 5012 088 /
THUS done and signed at JOHANNESBURG in accordance with the Transnet Delegation of
Authority Framewori.
Name: Phetolo Ramesebudi
Title: Group Treasurer Title: Group Chief Financial Officer
Date: Date:
I [ &P 5 ",/5/;7
Fransnet $OC Lid Carfton Centre P.0. Box 72501
Reglstration Minber 150 Commissioner  Parkviaw, Johannesburg
1950000090730 Street South Afrca, 2122
Jchannasburg T 27 14308 3001
2001 F+27 11 3082538
Directors: LCMabaso{Chaiuersm}Sm'(Gmup Chict Exacutive} Y Fortes GJ Mahlalela PES Mathekya ZANagdee WM Nioryans $D Shane wwwransnat net

B Siagman GJ Pita* (Ghéef Financial
*Execulive

Group Conrpany Secrstany: NE Khumalo
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Trmsned SOC Led Cariton Centre P.0. Box 72501 TRANSNET
Registration 150 Commissioner  Parkviaw
Number Str. Johannesburg  South Africa, 2122 A /
1985/000900/30 2001 T +27 11 308 2526
F+2711308 2312
MEMORANDUM
W Irarsngt et

To: Garty Pita,
Group Chief Financial Officer

From: Mohammed Mahomedy, _
General Manager: Group Capitai Integration and Assurance

SUBJECT: CONFIDENTIAL LOCOMOTIVE ASSESSMENT PROJECT CLOSE-OUT

PURPOSE

1. mepummeofmlsmmmﬂumistnhighnghtﬂwbemﬁtsofmemnﬁdmﬂalm
w&nﬁngﬂ:efaﬁbaseof&elﬁbmnoﬂwmﬂsﬁmphn,%bvm
with support from McKinsey as part of the SWAT 2 scope,

BACKGROUND

2. mmmayearbmaquﬁummm:MmQOEMsforlmmnm
2t 3 total cost of ~R54 dillion {ind. contingendes) in 2014. However, volume and
EBITDA projections have significantlygdags ! CoTRCs we
a result, there is a need to ensure thatith o A LR TR
aligned with its operational needs and fi

3. Many dependencies make It challengi| g

e OEMs and n case of formal oe 3 Redilc rencoct AL
on TEs EBITDA of a modified WMM;TMMMMW
absorb the locomotives, e,

4, Psaresummimegmdmandmteam,wmtedbdeGmey,mmmpm
treate a cornmon view of the fact base regarding the 1064 programme

5. The overall effort lasted 6 {six) weeks, inltial plans were to have it completad In 4
{four) weeks, however certain challenges were faced :

I Acoess and confidentiality to contracts
i, mneedmhmdetaﬁedmméntswmﬁmpﬁeasury
#i. Sodialisation of findings prior to the final fact base being presented

2




OBSERVATIONS

6. ﬂwmpexq:mdteqﬁredfwﬂumﬂmihopﬂmisedddmmu!e(mobn)
aadﬂ:emntmm('vmsbn)farzowli?areboﬂnnmoftha!amwget
target (~R5bn) for the finandal year,

7. Aformal amendment of the locomotive contracts is constrained by a complex penalty
structure, the elements of which are not additive. The potential auditable delay
penally daims were estimated as follows:

1. TR could be flable to the OEMs for F/X re-hedging costs (~R1.7-
2.1bn), escalation costs (~R1.8-2.1bn) and storage costs (~R2.0-
6.5bn, including interest and maintenance).

fl. TR could claim from the OEMs delay penalties in the range of ~ R0.4
and ~R3.5bn.

fii. The OEMs could patentially cisim delay penalties from TE, in the range
of ~RO.8B and ~R2.9bn.

8. The overall EBITDA impact on TE (excluding penalties) of a delayed schedide was
estimated to be dose to 2ero over time, with 2 potential R0.6-2.1bn negative impact
between: 2015 and 2018,

9. Discussions with OEMs are already underway:

i. OEM 1 is potentially preparing an extended defivery schedule to allow
for proper prototyping and testing periods; no locomotives deliverad
yet.

I. OME 2 delivered 55 locomotives by the end of February, These had
not been accepted due to a traction blower maifunction which is being

resolved by the OFM.

MSM-488
450

BENEFITS TO DATE

Common view of fact base
10. Transnet now has a common view on the fact base reganding the 1064 loco
programine.
11.The cominon view covers the contracted, current and operationally cptimised delivery
profiles, thelr cash and capital implications; the financial (i.e. penalty exposures) and
legal constreints to formal conbract renegotiations and the status of the 1064
programme at OEM level {paragraphs 7-11 refer). .

Alignment and syndication with TFR

12, This work was developed by an integrated team consisting of GCIA and TFR members
and international negotistion and industry experts. As a result, the findings are

aligned and syndicataed between Group and TFR.
&2
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Sidil transfer

13. During the assessment of the 1064 locomotive acquisition pian a conscious effort was
made to closely include In the team, several junior GCIA professionals to promote
their professional development through Interaction with senior Transnet staff and a

set of international experts,
RECOMMENDATION

14.Rlsmmmmmdedmatme6@0mteﬂwammdmgsandbeneﬂtsdmm

Prepared by:

il

Hlli;‘hatt
Mega Programme Lead
Date:

Recommended b:

L o7 eSé"/(
r Mahomedy f}“’{:‘ -

GM: Group Capital Integration and

o TRANSNET
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McKinsey&Company
CONFIDENTIAL
Memo o
Mohammed Mahomedy, GM, Group Capital Imtegration & Assurance
From
David Fine, Director

Prakash Parbhoo, Principal
Kannan Lakmeeharan, Principal

20 February 2016

Extension of support on 1064
locomotive acquisition review by 1
week

BACKGROUND

We refer to the scoping document dated 2 February 2018 in which we outline the

support to determine what should be the way forward for Transnet reganding the

1084 jocomotives programme specifically to answer the following questions:

1. What strategy should Transnet pursue given its operational, financial and legal
degress of freadom?

2. What are the key enablers required for successfui implementation?

3.. What will Transnet need to do to exacute on the defined way forward?

obtaining contract information as well aji S B Soeticlh o
stakeholder engammm&;%GMMB omplete the
work by the 11% of Ma 16. m&

REQUIRED RESOURCES

Wehavehadﬂ:efolmuﬁngteaminplaoewhidas!muldwsﬁnueunﬁlmeﬁ“‘of

March:

= A fuil-time dedicated GCIA or TFR project taam lead

= A part-ime Transnet working team, including TFR LI, TE, Group Legal and
OEM relationship managers

= Afuiltime McKinsey EM + 1 McKinsey team
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COMMERCIAL ARRANGEMENT

The additional cost for the McKinsey team will be R 1,178,750 (exc. VAT)
(incheding leadership support) which will bring the total fees to R7,072,500
(exc.VAT) for the effort.

Sincerely,

Prakash Parbhoo, Kannan Lakmeeharan
Principal Principal

David Fine
Director

Approved:

Mohammed Mahomedy, GM, Group Capital Integration & Assurance

TRANSNET

PAID "

<2-BT73)
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CONFIDENTIAL LOCOMOTIVE ASSESSMENT PROJECT CLOSE-OUT
SYNDICATION OF THE FACT BASE

Thlswakwasde\e!opedbyaninwgratedteammmbﬁngofmandTFRmmbasand
interational negotfation and industry experts. As 2 result, the findings are aligned and
syndicated between Group and TFR.

ﬂwefoﬂowlngkeydzhefnﬂemmboﬂmlmdvedhmedevehpmaﬁofﬂ\emmsus
well as the finalisation of the final report through detailed syndication sessions:

From TFR:
» Ravi Nair: TFRCE
» Nomfuyo Galeni: TFR CFO
* Pragasen Pillay: GM TFR
¢ Frikkie Harris: Engineer 1064 programme
+ Lindiwe Mdletshe: TFR Supply chain
» Rita Roper: GM TR
» Yousuf Laher: TFR Finance
s Mohammed Moola : TFR Finance
» Vivek Ramdass: TFR Legal

From Transnet Group:
+ Gany Fita: Group CFQ
* Danie Smith: Group Treasury
» Deva Suthee: Group Treasury

TRANSNET
PAID
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McKinsey&Company
CONFIDENTIAL
Memo to _
Mohammed Mahomedy, GM, Group Capital Integration & Assurance
From
David Fine, Director

Prakash Parbhoo, Princlpal
Kannan Lekmeeharan, Principal

2 February 2016

Proposed way forward for the 1064
locomotive acquisition programme

BACKGROUND

Transnet has 3 year 1 064 loco acquisition canfracts with 4 OEMs at a total cost
of ~R50 bilion. However, volume and EBITDA projections have significantly
decreased since the contracts were signed and Transnet needs to manage its
capital spend in the next 7 years to remain within key financial metrics while
meeting market demand.

PROBLEM STATEMENT

What should be the way forward for Transnet regarding the 1064 focomotives

programme?

1. What strategy should Transnet pursue given its operational, financial and legal
degrees of freedom?

2. Whatare

3. What will Transnet nes > 8XB0U1e O 0 3 Way rorward’
WORK DONE SO FAR TRAP‘!S N ET

While significant work has been done » ¥ 064 locomotive acquisition
programme, it does not collectively p ts on how Transnet should move
forward as there remain a number of outstanding questions

1. TFR proposed a 5 year loco deiivery schedule as part of the 2016/17 Capital
Portfolio Optimisation Project. However, this new deiivery scheduie did not
take into account contractual terms and it is not clear if and how volume
projections were used to define the delivery schedule

$2-62731y
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the contracts to the 5 profile proposed by TFR would cost ~R7.6 billion in o
penalties. Alternatively, based on contract terms, deferring loco delivery to the
d.syewpmhesﬁmmdmmemmtemo would cost Transnet an
additional ~R5.6bn assuming Transnet bears all costs associated with leaving
the OEMs financlally neutral, No assessment of the root cause of delays {i.e.
TEszEMs)mconduetedandm'efompm&alpenamasamnngE
were not estimated. In addition, while the project did some preliminary work in
identifying potential negotiation strategies it did not define a way forward or an
execution strategy

3. The McKinsey and Regiments intagrated OFB Businesa Case Project
defined the total locos required based on the latest volume projections
(November 2015) using TFR's proposed 5 year loco profile as an input and
adjusting the runout of existing locos to meet projected demand. The project
also incorporated mmm&smmmmms
year profile in assessing overall affordability. The project did not estimate any
changes In new loco requirements

it is possible that additional work on the 1 084 loco programme has been done
within Transnet, however, the details are not fully transparent to afl stakehaiders
at this point.

2. As part of Projoct Tune-up, Regiments estimated that formally r

PROPOSED APPROACH

We propose the following approach for Transnet o close the gap between the

work done to date and the work required to define the way forward on locomotive

acquisition:

1. Create common view: Communicate objective and work required to ajl
stakeholders

2. Develop and quantify options: Define options for way forward for Transnet
taking into account all degraes of freedom e.g. existing loce fleet, new loco
requirements, cash fiows (in and out), penalties, impMonope efc,

REQUIRED RESOURCES

Webeiiewa5weekeﬁortbyaninbgrabedwamworkhgsmmtmeouslywimal
key playemisreqﬁmdtomple@aﬂte%hdeﬁmﬁamafsmyfemﬂ:

= A full-time dedicated GCIA or TFR project team lead

® A part-time Transnet working team, including TFR LI, TE, Group Legal and
OEM relationship managers

= A full-ime McKinsey EM + 1 McKinsey team
?

Mcknaey & Company | 2



MSM-495
457

COMMERCIAL ARRANGEMENT

The total cost for the McKinsey team, including leadership support would be
R5,883,750 for the § week sffort, inctusive of expenses but exclusive of VAT

Sincerely,
N

Prakash Parbhoo Kannan Lakmeeharan
Principal Principal

David Fine
Direclor

TRANSNET
PAID

McKinsoy & Company | §

$2 62750



TAX INVOICE
Transnet SOC Limited
44th Floor
Carlton Centre
150 Commissioner Street
Johannesburg
2195

VAT no: 4720103177
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McKinsey &Com** any

n.::,)up
-

Sandown Mews Bast
88 Stelia street
Sandown

Sandton

2196
Reg No: 2013/091251/07

VAT no: 4040268668
Tax invoice: 6466
Charge code: TRX123

26 February 2016

Professional fees, out of pocket expenses and

ZAR 6,181,612.00

ZAR 86534168

ZAR 7,046,353.68

Support services

VAT of 14 %

TOTAL

Please Wire Transfer to;

Account Name: McKinsey and Company Africa (Pty) Lid
Account Number: 421061812

Branch Code: 019205

Bank name and address: The Standard Bank of Seuth A,

»

Pleass quote invoite number uud charge code reference on fransfer snd remittase.

Please aote:

f;:‘:?ﬁfmﬂs'm

. L]
.......

Stardard terms provide for invoice pagment upon receipt. Intersst will e charged on Salances futstanding 30 dqys mr.: the

invoioe date, at 2 rate of 1% per month arumh:msm
& ‘35\\-

e

MeKinsey and Company ANica Proprietary Limitsd
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TAX INVOICE

1

Transnet SOC Limited
44th Floor

Cariton Centre

150 Commissioner Street
Johannesburg

2195

VAT no: 4720103177

Ly -32756 ]
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McKinsey&Company 1

Sandown Mews East
88 Stella street
Sandown

Sandton

2196
Reg No: 2013/091251/07

VAT no: 4040268668
Tax invoice: 6466
Charge code: TRX123

26 February 2016

A

Professional fees, out of pocket expenses and

ZAR 6,181,012.00

Support services
VAT of 14 %
ET ZAR 86534168
TOTAL TRANS“ ZAR 7,046,353.68
Please Wire Transfer to:
Aceount Name: PNQM Company Africa (Piy) Lid
Account Number: 421061812
Branch Code: 019205 e
Bank name and address: The Standard Bank of South Africa Ltd A% N70iCe cuzcx s e
Sﬂ!dtoﬂ Bmmh Siaz88 “Tan nvaics®
156 Fifth Street e b
S0 er AT Nuthber .
Q Sandton 0Pt Bame & Az B
Gauteng o0 VAT Numar ﬂé 4
HOE N bar e i
South Afriza ‘ et oy
| #- sesshipbor of good ST
SWIFT . SBZAZAR ; [
qum&hueimmbmaﬂcbmmden&mumwmmm ‘ !
Eleass note:
Standard terms WmWWﬁgBﬂdmmm

provide for invsice payment upon receipt. Intevest will be
agreed,

mvoice dite, at & rate of 1% per month or g3 otherwise

!

=

§
?

mmmmmmmmzm PO o ny

g
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Transnet SOC 44 Carlton Centrs F.0. Box 712501
Ragistration 150 Commissioner Parkview 1RANSNEI’
Numbex Str. Johannesbuzrg  South MErica, 2122

1990/000900/30 2003 T 427 11 308 2250 'r
F 27 11 308 1249
RANSNETr
MEMORANDUM 'r
iy

To: Brian Molefe
Group Chief Executive

From:  Anof Singh
Group Chief Financial Oﬁ_soer

SUBJECT: BENEFITS REALISED ON SWAT INITIATIVE

“O

PURPOSE:

1. The purpase of the submission is to notify the Group Chief Executive of the capital
portfolio savings and benefits of the Mckinsey led oonsortium engaged in the Capital
Optimisation {SWAT) Initiative,

BACKGROUND

2. The McKinsey led consortium have been appointed in November 2012 to assist
Transnet to deiiver Its strategic objectives as centained In The Market Demand
Strategy (MDS) and assist ,

3. The McKinsey led Consortium were involved in the SWAT initiative which comprised
the following objectives:
» Capital Excellence Programme
De-tisk the MDS capital investment portfolio;
Set-up of capital organization and implement platinum standard for capital;
Recut the portfolio (optimisation) aligning to intended business outcomes;
Set up profect factory — a sustainable way to develop our capital praject business
cases;
o Assist with identifying optimisation Initiatives related to capital,

» & & »

4. McKinsey and its subcontractors are as follows:
4.1. McKinsey and Company
4.2, Regiments
4.3. Letsema

5. The SWAT teams were set up to enable Transnet deliver its capital project portfolio
In an effective and efficient manner by ensuring that: .
5.1. Projects are aligned with the oversll strategy and properly priofitized across the
portfolio;
» Each project within the portfolio s the right one, addressing the right business

need, in the most cost and resource-effective way:;
1



(o

» Reduce the quantum of the unfunded capital by scrubbing and optimizing the
portfolio;

* Each project is executed in the most effective and efficient way through
application of a revised organizational structure;

*» Setting up the required structures and governance to ensure capital projects are
appropriately supported;

+ Capital procurement is not a botleneck to project delivery by supporting a
subset of high value procurement events; and

* The right tools and systems are avallable In a sustainable way,

6. The McKinsey led consortium appointment was extended in November 2013 to assist
in further opimisation of R110 billion and imbedding of the capital organisation
principies throughout Transnet.

DISCUSSION

7. A number of short-term and long-term Initiatives were launched to ensure Transnet
delivers on MDS, and reduce the current capital by ~R40bn-R50bn in the first wave
and leave Transnet with the abiiity to continue to drive Improvements,

8. The ‘project factory’ was successfully set up on the 33" Floor of the Cariton Centre,
The project factory is a SA first to leverage fimited resources and buiid 2 sustainable
way of developing our capital project business cases. The 5 strategic mega-
programmes are in the programme factory to ensure robust business case
development. The Manganese Expansion Programme recently underwent the project
factory process resulting in a seamless finangal Investment decision-making within
Transnet's governance structures and the Shareholder. The Richards’ Bay Expansion
Programme and Iron Ore Expansion Programme are ongoing engagements within
the Project Factory

9. A transparent and visible portfolic management process has been implemented for
bansparent. The MDS capital portfolio dedrly reflects the intended business
outcomas (volumes) and all of the ¢apital and operating inputs required to achieve
those outcomes. The portfolio optimization has deliverad savings amounting to R42
biltion to date. A dedicated portfolio management team has been established, and
imbedding throughout the Operating Divislons is ongoing. More than 50% of the
capital portfollo has been Justified in the budget capital investment plan thus
creating transparency and visibility for strategic decision making.

10. The platinum standard for capital has been developed outlining how the capitai
organization will be set up and the capital platinum stendard implemented at
Transnet - Setting up the required structures and governance to ensure capital
projects are appropriately supported. In the fong run this will increase our capacity

by ~1200 people.
BENEFITS REALISED ON SWAY INITIATIVE C—B
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HR IMPACT

11. Transnat has fimited resources to Implement the MDS while deploying a massive
capltal iInvestment of this magnitude. Transnet recognised the need to Capacitate the
various group functions in conjunction with the operating divisions.

12, There is a requirement to significantly increase the skilis and capacity within thesa
key areas, Transnet has created strategic plans to address the resourcing constraint
over the MDS period. However, there wiil be a critical resource and capabllity gap in
the short-term as Transnet ramps up its various functions and divisions.

13. Transnet has leveraged the McKinsey led consortium to bridge the capacity gap
identified in the ramp-up phase of the MDS plan. This will address the urgent

resourcing required In fulfiling immediate critical capabilities required to enable
strategic dedsions.

14. This strategy provides a risk mitigation strategy to address this constraint while
leveraging the consortium’s expertise to create sustainabllity through development of
systems and processes that will enhance Transnet's Capabllity beyond the contract
period.

15. Sustainability will be achieved through process enhancement that will be imbedded

in various functions and divisions, thus ensusing sustainable knowledge transfer to
Transnet’s employees,

FINANCIAL BENEFITS IMPACT

16. To achieve these objectives, the following programmes SWAT teams were launched
to reduce the cument capital by ~R49bn to improve affordability of the MDS
portfolio. The following benefits have been realised on the varous Inkiatives as
shown in the table below: -

16.1. Project optimisation of at least R39 billion (refer annexure A);
16.2.  Porifolio optimisation of at least R10 bilion (refer annexure B),

17. This strategy continues to provide a risk mitigation strategy to address the capital
affordabiiity constraint while leveraging the consorium’s expertise to create

sustainabflity through development of systems and processes that will enhance
Transnet’s capability beyond the contract period.

18. The following benefits have been realised on the various nitiatives as shown in the
table below: -

18.1. Eliminate capital not aligned to strategy;
18.2. ieverage limited resources to deliver on capital;

19. These benefits will be sustainably imbedded in various functions and I\sions, thys

ensuring sustainable processes in Transnet. There Is significan on

EBITDA and also protection against cost escalation as shown belbw.
BENEFITS REALISED ON SWAT INTTTATIVE
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CURRENT AND FUTURE SUSTAINABLE BENEFITS

20. Sustainability was continuously achieved through process enhancement that was
imbedded in various functions and divisions, thus ensuring sustainable knowledge
transfer to Transnet’s employees.

21. Process enhancements have been institutionalised with the formalisation of the
following key processes: -

21.1. Portfolio Management defined and implemented;

21.2. Capital allocation process approved and rolled;

21.3. Business case validation approved;

21.4, PLP methodology standardised for Transnet;

21.5.  Enhanced Gate review processes approved;

21.6. Integrated Stakeholder engagement model for Capital; and
21.7. Capital Investment Committee mandate augmented.

22. The following benefits have been realised on the various initiatives as shown in the
table below: -
22.1. Development of capital organisation to deliver capital optimally;
22.2. Imbedding of Platinum standard for Capital;
22.3.  Successful alignment of capital portfolio to strategy;
22.4. Integrated Capital Governance for transparent decision-making;
22.5. Capital assurance for MDS portfolio; and
22.6. Robust capital project business case development.

BUDGET IMPLICATIONS

23. The contract costs of R154 million were budgeted within the Group Finance budget.

‘BENEFITS REALISED ON SWAT INTTIATIVE



MSM-502
463

RECOMMENDATION

24. 1t Is recommended that the Group Chief Exeacutive note the capital partfoiio savings
and beneéfits of the McKinsay led consortium engaged in the Capital Optimisation
{SWAT) inftiative,

Prepared by

e
e
-~

bf
Richman Chivinge
Principal Specialist: Capital Integration
Date: 2/- 07201y

Recommended by/Not Recommended

i

.’/ / .
M hany‘géd omedy
. “GM: Capital Integration
Date: 23'07-)‘:;;}

Approved by/Not-Appreved.

=)
AnojSingh

Group Chief Finanda! Officer
Date: ot\c :

Noted

BENEFITS REALISED ON SWAT INTTIATIVE
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MEMORANDUM

To: McKinsey Led Consortium

From: Mohammed Mahomedy
General Manager: Group Capital Integration and Assurance

SUBJECT: BILLING AND INVOICE PROCESSING PROCESS

PURPOSE:

1. The purpose of the submission is to notify the Group Chief Financial Officer of the

approved billing and invoicing prcosess for McKinsey led consortium engaged in the
Capital Optirmisation (SWAT) initiatives.

BACKGROUND

2. The McKinsey led consortium have been appointed in November 2012 to assist
Transnet to deliver its strategic objectives as contained in The Market Demand
Strategy (MDS) and assist with Capital Optimisation of at least R49 billion,

3. McKinsey and its subcontractors are as follows:
3.1, McKinsey and Company
3.2. Regiments

DISCUSSION

4. A detailed contract management process is required to ensure that all deliverables and
benefits are tracked accordingly throughout the life cyde of the engagement.

Additionally, the related billing and invoicing process must be aligned to this delivery
schedule.

5. A billing and invoicing process was agreed by ail stakeholders of The McKinsey led
consortium and Is illustrated in Table 1 below.

6. All documentation must primarily be delivered to Richman Chivinge on the 33" Flor.
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7. Al invoices not delivered through the agreed process and in the agreed form will not

be signed.

Table 1

| Activity

Responsibility

At the beginning of every month, a work plan will be
presented to the Richman Chivinge for the following
initiatives: -

- Project Factory

- NMPP acceleration

- Manganese Support

Richman
Ashvin
Indheran

Proforma invoices will be prepared at the beginning of the
month based on the work plan, highlighting the project billing.
(see Appendix B)

Ashvin
Indheran

A draft memorandum is also drafted clearly stating the project
 deliverables for the invoice above, expected at month end.

Ashvin
Indheran

Once a month (First Friday of every month), there is a joint
billing discussion meeting where all work plans, proforma
invoices and supporting memos for the coming month are
| presented.

Richman
Ashvin
Indheran

In addition, the current month’s invoices are finalized and
signed off at the same meeting based on agreed completion of
deliverables as per work plan.

Richman
Mamorena

The agreed format of invoices and signed memorandum is
| attached in Annexure A and Annexure B respectively.

TAsthn
Indheran

The consortium must provide for 10-14 days for all invoices to
be processed due to the following: -

- Validation by the process owners

- Contract reconciliation

- Creditor reconciliation

- Loading of requisitions on systems

- Release of requisition

- Due consideration of diary constraints of officials

releasing documentation
- Cashflow request
- Scheduling of payment when cashflow request

approved

Mamorena
Richman
Mohammed
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This process will ensure all invoices are paid in line with the

prescribed 30 days.

BUDGET IMPLICATIONS

8. There are no budget implications.

RECOMMENDATION

]

9. It is recommended that the Group Chief Financial Officer of the approved billing and
invoicing preosess for McKinsey led consortium engaged in the Capital Optimisation

initiatives,

Prepared by

Richman Chivinge
Principal Specialist: Capital Integration
Date:

Approved by

Mohammed Mahomedy
GM: Capital Integration
Date:

Noted

Anoj Singh
Group Chief Financial Officer
Date:
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Annexure A: Sample Memorandum
31 July 2014

Anoj Singh

Group Chief Financial Officer
Transnet SOC Limited

44 Floor

Carlton Centre

150 Commissioner Street
Johannesburg

CC: Mohammed Mahomedy

Dear Anoj,

Please find attached invoice 5756, issued on 31 July 2014 for our professional fees and
out of pocket expenses (@15%) and support services for the period 01 July 2014 i 31 July
2014 relating to our work on Manganese owners team support. This engagement was
requested by Transnet in your letter to McKinsey (David Fine) issued on April 10%,

The value of the Manganese Execution Support initial phase until end of July 2014 is
anticipated to Rxx.x million including expenses but excluding VAT, of which Rxx.x
million (100%) has been invoiced to date, including this invoice.

The deliverables for this engagement are listed below, with percentage completion. This is
the first invoice for this engagement.

Deliverable “% completed as | % completed
of this invoice as of previous
invoice
Review and adjustment of EPCM tender documents 100% 160%
Develop owners team organisation structure 100% 100%
) Giobal benchmark on contract performance bonds 100% 100%
( Supply chain/procurement diagnoestic with recommended changes 100% 60%
| Integrated Mn control tower and governance support 90% 60%
Staffing up the owners team: define process and identify risks 100% 60%
Contracting due diligence and EPCM evaluation support 100% 40%

The following bottlenecks also need to be addressed by Transnet in order to ensure
continued progress:

= Urgently approve Manganese owners team budget

= Urgently approve PD formal position and get commitment from ExCo to
support the PD on the integrated Manganese Programme

— T TP ——— = e | ——



Annexure B: Sample Invoice

Transnet SOC Limited McKinsey and Company
44" Floor VAT no: 4710150048
Carlton Centre

150 Commissioner Street

Johannesburg Invoice: 5756

VAT Number: 4720103177

Supplier code: 72063827 Charge code: TRX078

Payment due within 30 days of invoice date

31 July 2014

Professional fees: 02 June 2014 to 30 June 2014 R XX
Out of pocket expenses and support services R XX
Sub Total R XX
Vat at 14% R XX
TOTAL R XX

Payment may be made by dircct transfer to:

Account Name: McKinsey Incorporated
Account Number: XOEXXXXXXXXK
Branch: XXXXHHKK
Bank name and address; The Standard Bank of South Africa Ltd.
Sandton Branch
156 Fifth Street
Sandton, 2196
South Africa

Please quote invoice number and charge code reference on transfer and remittance.

MSM-509
469



L

' - MSM-510

ANNEXURE “MSM 31”

lﬁ“. i

=



MSM-511

470
Mohammed Mahomedy Transnet CorEora_te JHB
=S == ——
from: Mohammed Mahomedy Transnet Corporate JHB
Sent: Thursday, February 25, 2016 10:55 PM
To: Prakash Parbhoo/JOH/Africa/MCKINSEY <prakash‘parbhoo@mckinsey. com>;

'david_fine@mckinsey. com' (david_ﬁne@mckinsey.com]:
Kannan_!.akmeeharan@mckinsey.cam
Subject: Fwd: Email address change

FYl
Sent from my iPhone

Begin forwarded message:

From: Faheema Badat <kaheemaB@regiments.co.za>

Date: 25 February 2016 at 22:45:04 GMT+2
To: Undisclosed recipients::

Subject; Emall address change

Good evening

1 trust that you are well,

This email is to inform you that my email address will be changing effective 1 March 2016 to
Faheema.badat@tcp.co.za. As a consequence of the partnership reconfiguration, the Reglments
Advisory Business unit will form part of a new group of companies, Trillian Capital Partners.

We remain committed to exceptional client service during the transition, Please use my new email
address going forward,

Thank you.

Kind regards,

4?) Faheema Badat



"

MSM-512

ANNEXURE “MSM 32”



Ty

N

McKihsey&Company

Mr Garry Pita

Group Chief Financial Officer
Transnet SOC Lid,

Cariton Centre

150 Commissioner Street
Jobannesburg

2001

23 February 2016

Dear Garry,

Thank you for our meeting this week and the opportunity to reflect on the progress of
our partnership with Transnet, We value our relationship with Transne: who we see
as a critical enablér of the South African economy and its success will enable
economic growth and improve competitiveness of South African companies. Our
Partner group is committed to and passionate about this relationship. We believe we
have had impact in supporting Transnet through its growth phase and now through a
perfect storm of external macroeconomic factors.

We also took this opportunity to share some of our concems around our relationship
with the contracted Supplier Development partner, Regiments Capital.

Since our discussion, our Partner group has resolved to end the current relationship
with Regiments Capital as soon as possible and to put greater effort into ensuring that
our improved diligence process for SD partners, including Trillian Capital Partners is
fully adhered to. This is informed by a number of factors including, concerns around
underperformance by Regiments Capital and elements of our risk management policy.

Our risk management policy designed to maintain our hard earned reputation which
we believe our clients also value, This policy takes a VEry conservative approach to
working with persons that are politically exposed or potentially politically exposed.
The recent media articles concerning Mr. Mahommed Bobat, who was, untii very
recently employed by Regiments Capital, were a trigger for an internal review led by
our global risk and légal teams. The review underscored the risk in the current
situation involving Regiments Capital and Mr. Bobat as a potentially politically

fact that this was the second situation in which the issue of reputational risk has arisen
was a contributing factor. The previous incident involved the allegations against M.

Niven Pillay; which resuited in him not being allowed to work on any assignments
involving McKinsey.

Mcmscywcon'panyAﬁicaPropdetaquhed
BmﬂownMewsEastBaSteﬂaStrastSaMownSmdhnzwﬁ POBoxGSi’?GTBenmm:!nmSoumAm

irconpamsted and Rogistsred i South Alics Ho 201vng 12907
Dimcioms: 11H Arwicl (Sweciash) SWu F Pabhog VN Mag T Lagosts frdep
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Our risk management practices have evolved significantly in line with the accelerating
changes in best-practice risk management. As part of this, our diligence processes for
parinering and sub-contracting in general have been tightened to ensure, amongst
others, that we are fully apprised of the composition of our partners including with
respect to:

= Shareholding of holding companies

= Ultimate beneficial shareholders

m Related parties and group companies (e.g., significant lenders)

» Executive management team and other "key man" dependencies for both the
company and group companies

This is to provide assurance that, among other things, we do not have exposure to
politically exposed persons.

In the case of supplier development relationships in South Africa, we are required to
ensure that partner/sub-contractor meets three additional criteria;

= Majority Black ownership

= Majority Black management and staff or a clear and committed plan to deliver
this outcome

m Capability and capacity to execute work and deliver benefits that are
commensurate with the share of fees earned

We have been informed that Regiments Capital’s management advisory business is
transitioning ownership to Trillian Capital Partners. They will be subject to the
ovmership composition, management and staff composition and capability criteria
above. We are not able to commence a relationship with Trillian, or any other

pattner/sub-contractor unti these criteria have been met and approved by our global
risk and legal teams.

We have met M. Eric Wood to discuss Regiment Capital’s underperformance in the

ongoing GFB and cost optimization project and our broader concerns on the scale and ( }
pace of transformation at Regiments. Specifically: '

= The resourcing supplied by Regiments for the delivery of the GFB and cost
optimization was well below the numbers contracted for the fee split agreed. In
many instances the resources staffed on Regiments’ teams were unsuitable 1g
deliver the work. We have shared the feedback on number and quality of
resources and their performance on an ongoing basis with Regiments, In
addition, we have submitted an invoice of R19m, with detailed backup, to
Regiments to compensate McKinsey for the additional resources we have had to
deploy to fill the gaps created by under-resourcing. We have done this to ensure
Transnet’s success took precedence over contractual concerns

® Transformation expected ata management and technical level has not occurred a

the rate that we believe is possible at Regiments. We believe this is an imporiant
obligation for a SD partner to meet

McKinsey&Company
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We, however, remain committed to supplier development and have worked hard to
meet our SD commitments to Transnet in letter and spirit. There are numerous
examples, including with Regiments, where we have been successful in building new
capabilities e.g., coal line. Our experience and knowledge for creating high-quality
supplier development is available to Transnet to ensure achievement of its SD
objectives. Given the pace of scale of Transnet’s SD objectives, you may wish to
reflect on whether one SD partner alone is sufficient to deliver the de.

approach. We would welcome the opportunity to be a thought-partner with you on
this.

Once again, we are deeply committed to the long-term success of Transnet. We look

forward to the opportunity to discuss this further and its implications on current
contractual commitments.

Yours sincerely

T

. David Fine
Director

cc: Mr. Siyabonga Gama, Acting Group Chief Executive, Transnet SOC

McKinsey&Company
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RBegistration 15¢ Commiasioner Parkview
Number $tr. Johannasburg South Africa, 2122 TRANSNEr

1990/3009Q0/ 3¢ 2001

T #27 11 208 2526

£ +£27 31 308 2312 'r

MEMORANDUM

o, trananet .nat

Yo:
From:

SUBJECT:

Acquisition and Disposal Commiitee
Siyabonga Gama, Group Chief Executive

REQUEST FOR APPROVAL OF A MATERIAL AMENDMENT
(CESSION OF THE AGREEMENT) TO THE GFB CONTRACT -
PROVISION OF PROFESSIONAL SERVICES TO SUPPORT
TRANSNET IN INCREASING GENERAL FREIGHT BUSINESS WITH
A BREAKTHROUGH TO REACH THE PLANNED VOLUME TARGETS
(GSM/15/03/1255)

PURPOSE:

1. The purpose of this submission is to request the Acquisition and Disposal Commitiee
to approve the following material amendment to the GFS contract:

i Cession of the abovementioned contract from Regiments Capital (Pty) Lid to
Trillian Capital Partners (Pty} Ltd,

il. Increase in scope for the detailed capital optimization support services

. Increase in contract value from R375 miilion to R463.3 million and the exterision
of the end date from 30 September 2016 to 31 March 2018.

BACKGROUND:

Z. A confine and award request for Regiments Capital (Pty) Ltd (Regiments) for the
Provision of Professional Services to support Transnet SOC Lid in increasing General
Freight Business with a breaithrough to reach planned volumes for financial years
2015/2016 and 2016/2017 for R375 million was approved by the Acquisitions and
Disposals Committee (ADC) on the 30 March 2015,

3. A confine and award process was followed and an RFP was issued o Regiments on
2nd April 2015 and closed on 17th April 2015,

4. Aletter of intent (LOI) approved by the Acting Group Chief Executive on 20 May 2015
was issued to Regiments Capital,

3. Given the downtum in the economy Transnet introduced a number of initiatives to
support EBITDA including setting up a praject factory to drive specific initiatives,

Request for approval dmmlmmdmmuu.enm~Mudmemm Ragimants to

7



=

MSM-520
476

6. As 3 result of the above, Regiments Capital was requested to submit a revised
proposal alignedmmeanmdedacopeofwmkmcwaspectsofmeabwe
initiatives,

7. The scope of the contract was as follows:
*» Realisation of the GFB volume targets for 2015/2016 and 2016/2017.

+ Implementation of the processes and tools to ensure sustainability and capacity
building; upgrade and embed operational capabilities on key flows to ensure
execution as per plan (Repilicate coal line approach).

+ Validate iong term demand as basis for the GFB business case.

*  Build key account plans, commercial capabilities and technology solutions to drive
the road to rail shift beyond 2015/2016.

¢ Identification of new markets and commodities that can be leveraged to produce
additional GFB volumes including new markets identified by TFR such as MCG;

*  Sales, marketing and commercial inftiatives;

»  Cost Sweep and Cash Lab;

s Driver based budgeting;

*  Project Management Office. Initiatives being driven by the project office are*:

¢  Revenue and Back to Rail
s (FB
» Operational Improvement
» Dedicated task force to capture opportunities
s gl
Digital customer offerings
» Increase in ease of doing business. Track and trace, spot
ordering, real-time customer feedback etc.
Revenue diversification
» Africa revenyue
¢ Monetization of the property portfolio
* Value added services
« glc,
*  Revamped sales and marketing organization
» Incentives
+ Effectiveness
= Skills and driven sales and marketing teams
LA -
*  Tightening the beit
Request for approval of material amendment to the GFE contract — Cassion of the contract from Regiments to

Trilllan.
Page 2 ﬁ
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Lowering of operational cost

Capltat portfolio optimization

Setup Project office in the office of the GCFO
ete,

* & 0 »

8. The total fees with the additional scope of work amountad to a total of RI75m.

9. The revised scope of work and a request to amend the split between the fixed and
contingency fee was approved by the Acguisition and Disposal Committee on 5
November 2015,

10. Transnet had a contract for Provision of Capital Optimisation and Implementation
Support Services. The contract value was R225 miliion and only R136.7 million of the
contract was utilized. The majority of the work was provided Regiments as a
subcontractor on the contract. The work was delivered on an “as and when” basis for
@pital optimization, R88.3 million was naot spent when the contract @ame o a dose.
These services are stilt required by Transnet.

DISCUSSION:

11. On 15® March 2016 Regimerits sent a letter to Transnet, Annexure A, whereby they
stated the following:

o The Shareholders of Regiments, being Messrs. L Nyhonyha, M Pillay and E Wood
are in Process of completing the restructuring of their redationship and
shareholding in Regiments

o In terms of the restructuring, Mr. Wood will be exiting his shareholding and will
acquire a shareholding in Trilian Capital (Pty) Ltd. This would result in
assignment of an agreed portion of the business and a spedific set of contracts,
Induding the GFB contract, to Mr. Wood, who would then assign the same to
Trilitan.

o The effective date is 1 March 2016,

o Trillian Is authorized by Regiments to execute the work and services relating to
any of the centracts Regiments has directly and indirectly with Transnet.

12. On 13" April 2016 Mr. E Wood sent a letter to Transnet, Annexure 8, indicating that
he is ceding his rights received from Regiments to Trilllan Capital Partners (Pty) Ltd
(Trillian) effective 1 March 2016.

13. Transnet then initiated its vendor approval process to ensure that there is no reason
why Triflian cannot be a vendor to Transnet.

Raquest for approval of material smendment to the GFB contrect - Cossion of the contract from Hegimeats to

Tritlan,
Page 3 7
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14. The process indicated the following:

o The EME Affidavit provided for their level 2 BBBEE certification indicated that
they are 60% biack owned.

o Shareholding:
o Trillian Holdings (Pty) Ltd 60%

= Wholly owned by Mr. Salim Essa
o Numibrite (Pty) Ltd 25%

=  Wholly owned by Mr. Eric Wood
o Daniel Benjamin Roy 1.8%
o Jan Johannes Faure 1.2%
o Aeriom Nominees (Pty) Ltd 12%

* A holding vehicle who's shares will be transferred to staff at a later stage
as part of an employee empowerment scheme

o Directors:
* Eric Anthony Wood;

* Tebogo Lebalio; and
v Jeffrey Irvine Afriat.

15. The company, its shareholders and directors are not on the Transnet list of excluded
tenderers. The process indicated that Trilian may be appointed as suppliers to
Transnet,

16. Trillian has in the past successfully provided services as a subcontractor to Regiments
on various assignments to Transnet. The staff of Trillian who would be working on the
services provided to Transnet were part of the business that was transferred from
Regiments to Trilian and thus do have the capability and institutional knowledge of
Transnet to provide the required services to Transnet.

17. Referring to point 9 and 10 above. Part of the scope of the project office Is the
initiative of capital optimization. There is a requirement for the scope of the contract
to be increase to include the full ambit of the Capital optimization program and to
increase the value of the contract by the unspent portion of the previous Capital
Optimisation contract of R88.3 milion and to increase the contract end date from 30
September 2016 to 31 March 2018, which is the minimum period for tie embedding of
the Project office and the continuing capital optimization requirements.

18, The Mckinsey portion of the work is currently being finalized, (where they were
appointed as subcontractor), final payments must stili be made to them.

Request for approvel of materiel amendment to the GFB contrect — Cession of the contract from Ragiments to

= -7
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19. Trillan will continue to complete the outstanding services on the GFB contract for the
remaining unbilled portion of the contract and the increased scope and value of R88.3
million. Mckinsey will not be the subcontractor based on their request and Trillian
wauid have to identify new subcontractors.

DELEGATION

20. The Transnet PPM states that where material amendments to contracts that were
confined the amendment must be approved by the person or body who approved the
confinement.

21. The ADC approved the confinement and thus must approve the materfal amendment
to contract.

FINANCIAL IMPLICATIONS
22. The initial contract was approved at R375 milfion.

23. The increased scope of the capital optimization will require a further 88.3 million which
was the unspent portion of the Proviston of Capitai Optimisation and Implementation
Support Services contract.

24, The revised contract that is requested for approval is R463.3 million.
25. There is budget available for this contract,

quuutfornpmwalofmaharlalammmmmcmma—cwmdhmmmmﬂmmm 1‘
T
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RECOMMENDATION:
26. 1t s recommended that the Acquisition and Disposal Committee approves

I Cession of the abovementioned contract from Regiments Capital (Pty) Ltd to
Trillan Capital Partners (Pty) Ltd,

li. Increase in scope for the detailed capital optimization support services

. Increase in contract value from R375 million to R463,3 million and the extension
of the end date from 30 September 2016 to 31 March 2018.

Complied by:

Acting Group Chief Supply Chain Officer
Date: 09 May 2016

&

Garry
Qnup Chief Fi nuncl-l Officer

Request for epproval of matarial amendment to the GFB contrect ~- Cassion of tha centract from Regiments to
Trilllan.

Page 6
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TRILLIAN

CAPITAL PARTNERS

Involce: TCP-GFBO1
VAT #: 4300270770
Date: 23 May 2016

Transnet Soc Ltd

35th Floor, Carlton Centre
150 Commissioner Street
Johannesburg

VAT Number: 4720103177

Transnet GFB Breakthrough
Professional fees: Work done to Date (31 Mar 2015) R 7 600 000.00
VAT {14%) R 9380 000.00
= _ i R 7 980 000.00
Banking Details:
Bank: ABSA b

an ?}\b\ 2::,{ gl{ G
Account Holder: Trillian Capital Partners {Pty) Ltd
Account Numbar; 4088041157
Branch: North Towers
Branch Code: 632005

Envoice is payable upon receipt,

MSM-524
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CAPITAL PARTNERS

Involce: TCP-GFBO2
VAT#: 4900270770
Date: 23 May 2016

Transnet Soc Ltd

35th Floor, Carlton Centre
150 Commissioner Street
Johannashurg

VAT Number: 4720103177

Transnet GFB Breakthrough ( }
Professional fees: Work done to Date (30 Apr 2016) R 7 000 000.0D

VAT [14%) R 980 000.00

Total g eeee— R 7 980 000.00

Banking Details:

Bank: ABSA £

ap|*  Zaldic

Account Holder: Trillian Capital Partners (Pty} Ltd
Account Number; 4088041167
Branch: North Towers

Branch Code: 632005

Invoice Is payable upon receipt.
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CAFITAL PARTNERS o

Tax Involce

lnwvolce; TCP-GFBO3
VAT #: 4900270770
Date: 07 June 2016
Transnet Soc Ltd
a5th Floor, Cariton Centre
150 Commissloner Street
Johannesburg
VAT Number: 4720103177
Transnet GFB Breakthrough
Professional fees: Work done to Date {31 May 2016) R 7 0090 000,00
VAT (;.4?6} R 930 ¢00.00
Total - . : R 7 980 000,00
Banking Details:
8ank: ABSA
Account Holder: Trillian Capital Partners {Pty) Ltd
Account Number: 4088041167 :
Branch: North Towers .
Branch Code: 632005 I@
}fl\b’ w 2"! | &

Irivoice Is payabis upon recelpt,
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TRILLIAN

CAPITAL PARTNERS

Tax Involce

Transnet Soc Ltd

35th Floor, Carlton Centre
150 Commissioner Street
Johannesburg

VAT Numnber: 4720103177

Professional fees: Work done to close the SWAT I project

MSM-527
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Involce; TCPSWATI - 01
VAT #: 4900270770
Date: 07 lune 2016

R 31 591 488.52

VAT [14%) R 4422 808.39
oo TN TR R 36 014 296,91
Banking Detzlls:

Bank: ABSA

Account Holder: Trithan Capital Partners {Pty) Ltd

Account Number: 4088041167 :

Branch: North Towers

Branch Code; 632005

Involce is payable upon recaipt.

Il

ﬂ-‘ilb,“’



MSM-528
483

CYTRILLIAN -

Tax Invoice

Invoice: TE2016-CPo1
Vat #: 2900270770
Date: 19 February 2018

Mr Thamsanga Jiyane
Transnet Engineering,
160 Lynette Street,
Kilner Park,

Pretoria,

0186

Vat #: 4720103177

Professlonal fees: Financial Structuring advisory services* R 10 000 000.00

Vat {14%) R 1 400 000.00

= G - P — - .

Total R 11 400 000,00

Banking Details:
e Bank: Absa
{Q Account Name: Trillian Capital Partners {Pty) Ltd ‘3-1}&‘/ . 2 l&\ Ié
’5 Account number: 40 8804 1167
A Branth code: 632005

Please quote the invoice number on transfer and remittance.

Invoice is payable upon receipt.

*Financial Structuring advisory services on the fund roising required to facilitate African ang global
sales of rofling stock.

Trillian Capital Partners {Pty} Ltd
Reg No: 2015/111759/07 | Directors: £. Wood {CEC), T. Leballo {€FO}
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Tax invoice

Invoice: TCP-GCIAOL
Vat #: 4900270770
Date: 20 May 2016

Garry Pita

Group Chief Financial Officer
Transnet SOC Umited

44th Floor

Carlton Centre

150 Commissloner Street
Johannesburg

. Vat #: 4720103177 G

*Professional fees: Weork done to date {01 Feb ~ 01 Apr 2016} R2 145 000.00
Out of Pocket expenses and support services at 10% of totai bil! R 214500.00
Vat (14%) R 330330.00
Total | * ' . R2 689 830,00

Banking Details:

Bank: ABSA
Account Holder: Tritlian Capital Partners (Pty) Ltd
d Account Number: 4088041167
Q Branch: North Towers 29 I ob Ji Zc] ' Q
6 Branch Code: 632005
S

Piease quote the invoice number on transfer and remittance.

Invoice is payable upon receipt.

* TRXGCIA -DCT Affordability Model
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Internal Controls with the processing of Payments

PAYMENTS

All payments are processed through the Transnet Pracurement System with the exception of

the following, which will be paid using a Payment Advice method by the Corporate Centre
Accounting (CCA) office:

3 Party payments {i.e. Salary Related payments, 10D payments, etc.)
Land/Cell phones

Medical aid contributions

Pension Fund contributions

Insurance Claims/Premiums

Travelling

Bursaries

Petty Cash

Training

Conferentes/Seminars

Rates and Taxes

Assessors Fees

Membership Fees

SARS payments

Donations/Sponsorships

Selection of Enterprise Development beneficiaries

Advertising in newspapers/magazine publications {excluding campaigns involving
advertising agencies)

Authorlsation of Payments through the Transnet Procurement System {TPs)

1.1 Delegation of Authority:

All Heads of Departments {HOD) may delegate authority to designated persons for the
authorisation of payment requests, with clearly defined limits for which they take fuil
responsibility and accountability. The delegated authority must not be maore than that
of the HOD.

The HODs are responsible for maintaining and updating the list of Delegation of
Authority (DOA) submitted to CCA beginning of each financial year or as and when there
are changes in the departmental structure,

MSM-531
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* The Delegated Authorities are responsible for ensuring that:

c The payment is for the goods received/services rendered and is in terms of the
appropriate authorized transaction

o] The necessary documentation is obtained, i.e. original TAX invoice that complies
with the VAT legislation,

o The payment allocation s correct and funds are available In GL » GLaccount and
cost center nurnber

o Verifying with line-manager or com pany secretary that authorized signatories

has the necessary delegated power to authorize such payments.

Tender procedures have been adhered to.

Contracts are in place to make such payments,

Public Finance Management Act has been adhered to,

The invoices agree to the purchase order, and the goods received/services
rendered are that of the required standard.

C 0 0 ©

Supporting decumentation.

Al payments must be supported by original TAX invoices and signed by an Authorised
Signatory per the DOA. If the original TAX invoice is not available, it can be substituted with
an original signed copy of a TAX invoice provided by the supplier, stamped or written
“certified copy”.

No changes may be made on the invoice, i.e. “tippex”.

The cost center manager is responsible for all appropriate documentation supporting the
invoice such as agreements, order forms, tender documents, quotes or goods received
notes.

The goods receipt printout must accompany the invoice for subrmission for the payment to
the Corporate Centre Accounting office.

SAP process.

New SAP applications/changes with the required roles must be processed and signed by

the cost center manager and the business process owner {BPO)
The approval of the requisition will be in line with the DOA as suppiied to Corporate Centre -
Accounting.

The creation of the purchase order is done by TPS.
The goods receipt is done by the requisitioner and afl relevant supporting documents must
be submitted to the Corporate Centre Accounting in line with the pre-set submission dates
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after the goods receipt (GRV) is done; if documents is not received within 60 day the GRY
will be reversed.

* Invoice Verification is done by Corporate Centre Accounting AP Accounting Assistant who
verifies the following:
© Correct vendor for payment.
o Payment details (amount, beneficiary).
O VAT allocation in terms of VAT legislation.
© VAT documentation is correct,
o Check if banking detail on invoice corresponds to banking details of Vendor.
* Payments are effected based on the negotiated payment terms as per the contract signed
and Transnet policies,

2 Authorisation of Payments by means of a Payment Advice,

21 Authorised Signatories.
All cost center managers may delegate authority to designated persons for the
authorisation of payment requests, with clearly defined limits for which they take
responsibility and accountability
® The cost center manager must forward specimen signatures of the Authorised Signatories
to Corporate Centre Accounting.
¢ The cost center managers are responsible for maintaining and updating the list of
Authorised Signatorjes submitted to Corporate Centre Accounting, Corparate Centre
Accounting will annually request updated authorized signatures from the cost center
managers.
© The Autharised Signatories are responsible for ensuring that;
©  The payment is for the goods received/services rendered andis in terms of an
appropriately authorized transaction
o The necessary documentation is obtained, i.e. original TAX invoice that complies
with the VAT legistation and an approved subrmissions for donations.
o The payment allocation is correct and funds are available in the GL, GL account and
cost center number.,
o The payment advice is properly completed, duly authorized and the required
supporting document is signed and attached,
o Verifying with line-manager or campany secrétary that authorized signatories have
the necessary delegated power to authorize such payments

---—————Contracts are in place to make such payments B
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© Public Finance Management Act has been adhered to,

o Theinvoices agree to the order, and the goods received/services rendered are of the
required standard.

2.2 Supporting documentation,

* Allrequests for payment must be supported by a properly completed payment advice and
duly authorized by an Authorised Signatory
* All payment advices must be supported by original TAX invoices signed by an Authorised
Signatory. If the original TAX invoice is not available, it can be substituted with an originat
signed copy of a VAT invoice is provided by the supplier, stamped or written “certified
copy”.
¢ No changes may be made on the invoice, i.e. “tippex” or changed amounts. )
¢ Faxes or statements referring to invoices will not be accepted as valid suppoerting
documentation, 1 (’)
*  The cost center manager is responsible for all the appropriate documentation supporting
the payment advice of such invoice, agreements, order forms, tender documents, guotes or
goods received notes.

3 Verification by AP Office when the invoice or Payment advice is received

The person responsible for the duties of the cash book:
3.1  The payment advice or invoice, must be date stamped as proof of receipt.
32  Verify all authorized requests received for validity of:

3.1 Authorised Signatory (against register of Authorised Signatories), quotations as a
temporary arrangerent before an invoice is obtained or application is received.

3.2 Supporting document {valid TAX invoice, letters in the case of donations etc,,
registration forms in the case of people attending seminars ete.).

3.3 Payment details (amount, beneficiary) as per supporting documents

3.4 Correct GL account and cost center number,

3.5 VAT allocation in terms of VAT legistation.

3.6 All invoices will be stamped as proof that all functions were done,

4. Temporary defegation

Iif the authorized signature is not available and temporary delegation is granted to another
person, please forward the temporary delegation to CCA for record keeping,
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3. Electranic Fund Transfers (EFT)/Cheques payments

5.1 EFT's

5.1.1 All the payments get captured, a Payment Proposal get created and on release of the
payment Proposal, the Payment Run get created which also create clearing documents in the

vendor on SAP. The Payment Run creates a file that get uploaded into Standarg Bank, Business
on ling,

5.1.2 Payments must be verified to the supporting documentation by two senior CCA personnel

who have the necessary signing authority and must sign all the documentation as evidence
thereof.

5.1.3 EFT’s are released for payment by two independent senior personnel “who are not the
same as the cash book personnel who created the Payment Run”, Before releasing the
“Payment Run” they must ensure the following:

s The completeness of the supporting documentation,

5.2 Manual Cheques

3.2.1 Manual cheques will only ba issuad for Petty cash and exceptional Cases as approved by
the GCFO

5.2.2 Manual cheques for petty cash will only be issued to the neminated person.
5.2.3 No cash cheques will be issued

5.2.4_Authorised Signatories.

® Al cost center managers may delegate authority to designated persons for the
authorisation of payment requests, with clearly defined limits for which they take
responsibility and accountability

* The cost center manager must forward specimen signatures of the Authorised Signatories
to the Corporate Centre Accounting.
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* The cost center managers are responsible for maintaining and updating the list of
Authorised Signatories submitted to Corporate Centre Accounting. Corporate Centre
Accounting will annually request updated authorized signatures from the cost centre
managers.

¢ The Authorised Signatories are responsible for ensuring that:

o The payment is for the goods received/services rendered and is in terms of an
appropriately authorized transaction

o The necessary documentation is obtained, i.e. original TAX invoice that complies
with the VAT legisiation, or settlement documents,

o The payment allocation is correct and funds are available in the GL, GL account and

cost center number,
© The payment advice is properly completed, duly authorized and the required .
ﬁ supporting document is signed and attached, € \)
\.} o Checking with line-manager or coempany secretary that authorized signatories have (‘}

the necessary delegatad power to authorize such payments, and

o Public Finance Management Act has been adhered to.

0 The invoices agree to the order or the settiement documents, and the
goods/services rendered are of the required standard.

o Inthe case of Petty Cash is claim in line with the Petty Cash guidelines

5.2.5 Supporting documentation.

* Al requests for payment must be supported by a properly completed payment advice and
duly authorized by an Authorised Signatory.
» Al payment advices must be supported by original TAX invoices signed by an Authorised
Signatory. If the original TAX invoice is not available, it can be substituted with an original
signed copy of 2 VAT invoice provided by the supplier, stamped or written “certified copy”.
@ = Nochanges must be made on the invoice, i.e. "tippex”.

\) 5.3 Distribution of Cheques.
¢ The person responsible for the distribution of cheques must compare the beneficiaries
and the amount with the payment advice before distribution.
* A Copy of the signed cheque and the remittance must be made. When the cheque is
collected the copy of the cheque and the remittance must be fully signed.
¢ Petty cash cheques will only be issued to the person in whose name it was issued.

5.4 Authorisation




MSM-537

491

Cheques are signed by two independent senior CCA personnel with designated signing
authority on the banking system and they must ensure the foliowing:

The completeness of the supporting documentation,
¢ The accuracy of the description and the amount,

Note: IN the event an original TAX Invoice or COPY Tax Invoice is not available, payment may be
made, provided the input tax is not claimed.
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1. CFRC STEP-UP: A PROGRAMME WHICH FOCUSED ON A DETAILED END-

TO-END ADEQUACY REVIEW OF THE KEY FINANCIAL CONTROL
PROCESSES

i1

- L] - »

. & & a4

Overall Scope and Approach

Identification of significant classes of accounts;
Mapping the significant account balances to existing key processes and identifying any gaps;
For significant classes of accounts, identification of key sub-processes;
Reviewing each of the sub-processes for alignment to the Transnet accounting policies and
pracedures as well as applicable International Financial eporting Standards (IFRS), Public
Finance Management Act {PFMA) and refated legistation, and identify any gaps or risks;
Identifying key applications and systems supporting CFRCs;
Reviewing External Auditors' management report for the financial year ended 31 March 2016
to identify further potential gaps in the control environment;
Review relevant docurmentation {PCM’s, position papers, Manual if any, existing contro!
framieworks, systems descriptions)
Documient the detafled processes description per process {including TIA identifying other
potential risk of materlal misstatements AFS and controls)

*  Identifying opportunities for migration from manual top automated controls

*  Evaluating internal alignment across the PCMs and SOPs;

*  Comparison of CFRCs and minimum controls to identify opportunities for elevation or

relegation;

Perform walkthroughs of as-is and Map processes with Respective Process Owners
Document Risk and Controls Matrix
Gap Rasults discussed with Internal Control Division
Gap Results:

*  Conduct gap analysis workshop .

¢ Discuss and finalise gaps and remedial actions with Management

*  Discussion with External Audit (where reguired)
Review and finalise updated RACM, Accounting Manuals & SQP's with Process Owners
Final Review and sign off completed documents

2. SIGNIFICANT RISKS IDENTIFIED

.1

2.3

* & 9 @

Procure to Pay

The transactions recorded on SAP {i.e. purchase requisitions, orders and invoices) may not be
valid, complete and accurate;
Invalid payments are made; and

Payments are not made timeously resulting in penalties and interest,

Fixed Assets

Fixed assets are inaccurately classified;
Non-compliance with IERS and fixed asset <ompany policy; and
Misstatements of fixed asset balance and transactions in the financial statement,

Financial Statement Closing Process

Errongous, fraudident omission on duplication of transactions (Journals);

Account Balances may be understated/ overstated, or valyed at the incorrect amount;
Misstatement of finandial statements; and

Not all actruals-are raised'timeousfy-anﬁ-attm-gtélyi
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| Invalid payrol) amount processed; -~
.+ Unauthorised amendments made to the payroll master data;
. Employees are remunerated for time not worked, -

. o -, SoR e LRI PR B

2.5 Informatiéh vTechnolagy

* Incidents may not be identified and/or resolved in time, which may result in disruption of
operations and decreased customer satisfaction;
*  Unauthorised changes may be implemented which could impact integrity and confidentiality
of data as well as the availability of systems;
*  Accurate and complete data may not be available when required for recovery purposes in the
event of a data loss thus increasing business continuity risk;
* Without appropriate Segregation of duties in executing incompatible functions within the
applications, there is a risk that unauthorised transactions could be processed either
inadvertently or deiiberately, leading to errors and fraud;
*  Unauthorised people may obtain access to the system(s) resulting in possible compromise of
data integrity / processing of fraudulent transactions; and;
Q \ *  Failure to configure, monitor and review audit tralls may result in the untimely detection of )
\D 3 unauthorised activities carried out on the system. ( )

2.6 AUDIT APPROACH

*  Provide reasonable assurance on the adequacy and operational effectiveness of the CFRC to
mitigate or minimise high-risk areas within the financial reporting processes and manage
these risks to an acceptable level;

* Integrated assurance through the use of external audit Q4 testing results and key financial
risks identified as a basis for focus in 2017/18 testing; and

* Highlight control adequacy and effectiveness deficiencies and areas of improvement and
make recommendations to management, which if implemented wili improve the system of
internat control, risk management and governance processes,

2.7 MANAGEMENT RESPONSE

*  Allimprovement plans uploaded onto SAP GRC for resolution by management
*  Management addressed the shortcomings identified and implemented the Impravement plans
*+  Management updated the relevant Process Controls Manuals, Control Frameworks and )
__,3 Control Self Assessments
+ TIA conducting follow-up audits with the objective of providing management with assurance
that the identified shortcomings have been resclved effectively
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| QOvearview

Nkonki incorporated (Nkonki) is a proudly South African business, is 100% biack
owned and a level 1 BBBEE contributor. Nkonki has over 30 partner's and registered
auditors and more than 400 professional staff, with offices in Gauteng,; Western
Cape, Kwa ~ Zulu Natal and the North West. We are a member firm of Kreston
international, with access 1o deep global expertise in addition to its local knowledgs.

Nkonki who, is committed 1o good corporate governance, and boasts a track record
spanning about 23 years across a range of clients in the Telecommunicatinns, Qil
and Gas, IT Services, Finance and Banking, Construction and Mining industries as
well as the Government Sector.

Nkonki's strategic collaboration with other specialists partners ensure that our offering
is muiti-faceted, comprising a suite of pre-buik reporting and analysis toolsets
(StratWare) and expert advisory services to assist clients in rehabilitating and
improving their business performance,

Our world class solutions ftoolsets, coupled with teading edge subject matter

solution to enable maximum visibility of information, designed to precisely direct
management'’s attention to areas of opportunity, weakness and/or risk.

The pre-bulit StratWare toolsets are uniquely positioned to enable Transnet to
leverage its information assets to apply best practices across a range of commercial
facets in pursuit of its cost saving and austerity endeavours,

Given our experience in the delivery of business improvement initiatives at & range of
clients, we are confident that we will be able to deliver the cost saving as proposed
below.
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2  Our understanding of your requirements

Transnet Js the largest and most crucial part of the South African freight logistics
chain, whose vision and mission is focused on freight and related transport services,
delivering integrated, efficient, safe, reliable and cost-effective services to promote
economic growth in South Africa.

To this end, Transnet requires initiatives that embrace its business complexity, scale
and diversity of operations and the magnitude of transactions to:

i) identify and raintain cost savings initiatives across its business units; and

il) to identify initiatives to improve the efficiency and effectiveness of the current
Supply Chain Management (SCM) practices within Transnat and its t
Operating Divisions

Nkonki preposes herewith to:

i) identify the potential cost savings and to recommend the attendant acticns
required {o realiss these savings across the following areas:

Settiement Discount

Free Text Spend Reduction
Contract Candidates
Potential Contract Leakage
Retrospective Spend
Duplicate Payments
Outside Procurement spend
Inventory Optimisation

¢ & & @ 8 @ o »

Nkonki will leverage its full range of pre-built Supply Chain toolsets (StratWare) in
combination with a rich vein of expertise to achieve the above objectives. In
addition Nkonki will provide Transnet with the appropriate customised
Dashboards/Scoreboards (Tracking Tool) to assist management with the
sustainable measurement of the realisable savings and to perpetually monitor the
improvement campaigns.

il) identify the improvement areas of the current Supply Chain Management
(SCM) practices, and to help devslop, design and establish the reguired fools,
processes, systems and controls to increase & ciencies and effectiveness
across the following areas:

Strategic Supplier Relationships
Demand Planning
Cost Savings Strategies

Current Governancs Structures and SCM regulatory Environment

o & & &

¢ ol 23

i
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This proposali ancompasses;

An initial analysis to establish potential cost savings initiatives and levers.

Enhancement of the current management information reporting system for use
by executives, senior management and any other specified business
resocurces within the supply chain environment to promote visibility of
Transnet's strategic cost savings objectives and initiatives,

Procurement of the required roadmaps and action steps fo realise the
identified initiatives.

Monitoring of progress on approved improvament campaigns.

Procurement of the requisite resource capability to deliver the identified action
plans, if required.
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3 érbp&sed_épﬁiﬁbné- to Transnet

3.1 Cost Savings Initiatives

With the continuing global economic downtumn, businesses remain under financial
pressure to succeed. Purchasing professionals who successfully devise and execute
strategies that minimize risk and reduce costs are thus essential to business
sustainabiiity, .

Source to Procure and Procure 1o Pay functions and the reiated Purchasing
departments are necessarily in a challenging position as they are required to increase
their organisation's cost savings.

Transnat, like many other businesses, have 1o ensure that their Supply Chain
depatiment is empowered to create and Implement strategies that will address their
pressing focus on cost reduction, supply risk and cash opiimisation,

in a recent Aberdesn survey, 91% respondents cited cost reduction as a top business
pressure and 71% believed that supply risk was increasing.

These findings are consistent with those of a recent IBM survey of nearly 400 giobal
Chief Supply Chain officers, who cited cost containment (55%) and risk management
(60 %) as among the top supply chain concerns.

Across a decade of global Supply management research,” Aberdeen says it has
“never seen the pressure to find savings reach this high level.” To cut costs, hest-in-
class companies from the Aberdesn research — those found to achieve 88 %
spend under management and net 8.5 % cost savings have accelerated plans to
Source new or renegotiate current contracts and prioritize implementation of
savings.

Our experience at similar size clients indicates that at minimum the following strategy
suggestions for cutting costs are relevant, viz:

*Regular spand analyses for incorparation into 2 comprehensive sourcing
strategy;

*Development of a savings pipeline for spend under management targeting
specific categories;

*Incorporation of Savings guotas to staff's performance contracts;
*Regular contract compliance audits;

Establishment of cash management and working capital strategies;

Gef 2R
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Accordingly, Nkonki proposes: the -developn

Savings plan for Transnet which would typically encompass the following steps: -~ _‘
Spend Analysis. R R R o

Target Setting,. Sy

Quick Hit Opportunities Execution.

Supplier Relationship Opportunities Execution.

Strategic Sourcing Opportunities Execution.

Qualitative Enhancement of Supply Chain Optimisation.

Underlying work breakdown structures and attendant reporting for each saving

initiative.

Continuous Improvement and monitoring.

Cash Interest Cover

o Knowledge and Skills transfer for sustainable Quafitative Enhancement of
Supply Chain Optimisation

Q.Gﬁ"ﬂ

The current depressed Mmacroeconomic environment s negatively impacting
Transnet's revenue and requiring a stronger focus on cash preservation, Transnet
has set itself an aspirational target of R 2bn for FY15/16 and R 4bn for FY16/17

Given the magnitude and complexity of Transnet's operations, Procurement and
Supply Chain functions are expected to be a major Contributor to achieving these

In order to capture this Opportunity and make it sustainable, Nkonki propose g 24
month programme to enable the cost savings identified and approved by Transnet,

In order to make the impact sustainable, a strong focus has to be on the underlying
levers, processes and the refevant compliance, ©.g., capability building and training,
change of system settings, set up of a continuous tracking function to monitor
compliance, elc.

This proposal outlines the size of the opportunity for this valye package and to
propose an approach on how fo capture it and to define success criteria,

pmént “and. implementation’ of a Cost ©

F
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The scope of work for this value packags is to deliver rapid bottom fine savings and
to free up cash. As a consequence it will also deal with adapting Transnet's existing
structures, resources, tools and skills where necessary to ensure a sustainable
implementation. Nkonki will advise Transnet on potential improvements required to
improve the procurement capability for-rapid bottom line savings. Where required,
Nkonki will procure the necessary resources fo achieve complete embedment of each
campaign,.

An initial assessment was done, in respect of the last 12 months, to identify potential
savings. The savings was premised on best practice processes and procedure to
extract maximum value for Transnet.

Spend Overview ()

Total payments are R 34.5bn for trade vendors and couid be
optimised as part of a cash optimisation program

Transnet Vendor Invoice Spend - 11714 — 10/15
(Rbn)

Tota) ] Intercompany Spend Non-trade Addressable

eg TFRspend on TE vendors, Trade vendors
e.g., SARS,
munipalities

s vt e
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Salient trends that emerged revealed:

 Third party spend reduction is possible if a variety of cost reduction technigues
were applied to enable:

o Settlement Discounts
o Total Vendor Population
* Min-R284m
* Max- R&832m

Invoice based spend on trade
venders
Excl. SARS, Municipalities,
: Regulators etc.
R234m RB32m Excl, SARS,

Municipalifies,
Regulators etc.

Minimum Saving:
1.5% settlement discount on
60% of the speny landscape

Maximum Saving:
2.5% on 80% of the spend

————L - llandscape = 1

= [dentification of Contract Candidates (Material Bassd)
¥ Min - R460m
8 Max~R

| Invoice based spend
i.vendors N ’
Excl. SARS, Municipajities,

Regulators afc. sa g ud el
Excl.  8ARS, Municipalities,
Regulators etc, I

Exel. SARS, Municipalities, |
| Regulators etc, _J

| Spend on materiais for which a ’
| valid contract existed at the time. |
Exc.  SARS, Municipalities, |
- Regulators etc. |
|

e e e e e e S L EEESe——
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Spend referencing a conract. |
R103m R2m R5m Minimum Saving:
2% price reduction

Maximum Saving:

_1 9% price reduction

R3bn R&0m R150m tems procured from vendors
with existing contracts for other
materials/sarvices (contracis
expiring more than 6 months in
the future)

Minimum Saving:

2% price reduction

Maximum Saving:
5% price reduction
‘F18bn R380m RS50m Minimum Saving:
2% price reduction

Maximum Saving: fh}
ﬂ = - 5% price reduction >
\M«) » Eliminate Duplicate Payments
= Min-R38m

* Max-R135m

Minmum™ Maximam CriterialComments

Invoice based spend on trade
vendors
Vendor Payments where the
invoice amount, PO Jine
reference, Invoice referenca and
vendor is the same exc,

= SARS
Municipalities
Univarsities
HR Payments o
Qbvious Recurring { ,,}
Payments

Tolal Trade

# o 0 @

Minimumn Sa;fné'i
25% price reduction

Maximum Saving:
O | 80% price reduction

¢ Reduce outside procurementmaverick spend
Min — R60m
s Max - R160m

Criteriz/Comme 1t

Maximum

Invoice based spend on trade
vendors

Excl. SARS, Municipalities,
Regulators etc. -y

Excl. SARS, Municipalities, |
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—e _____[_ S mtrmmampergy et

Regulators etc.

R2.7bn | R54m R135m | Exc. ~ SARS, “Municipalities,
Regulators etc,

Minimum Saving:
2% price reduction

Maximum Saving:
3 .. . 9% price reduction SRS u|

* Inventory Optimisation

*  Min~R200m
= Max — R650m
£
&8 ‘R11.83bn |
\ R10.6bn Stock excl. Spare Parts
-~ R2.18bn | R200m R650m Stock with no movement for |

more than 36 months,

Minimum Saving:
10% reduction

Maximurn Saving:
30% reduction

- T
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Nkonki propose a phased approach to implement the identified cost saving as
indicated and prioritised in the roadmap below:

Menths

Anticipated duration of Implementation Milestones

Ste

' Descript'ior[ :

A
K

Step 1 | ldentification

(IM 1) B - 16-weeks per iitiatve
3 Step 2 | Value assessed and Appraval
! {iM 2) 8 weeks

Nkorki will augment the currently deployed StratWare application at Transnet, adding

more comprehensive and focussed toolsets in order fo identify and confirm the
potential savings.

TZeF 3
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In essence the Cost saving initiative of the project is self~fundfng, and is based on a
gain share methodology (explained in section 4 below). Nkonki will thus be rewarded
according to the implementation milestones (to pe discussed angd confirmed with
management) as depicted below:

Mjhm;dwumm an havat 'I’chlhmhm-bnnim. edfor
E?‘wﬂﬂm el work eamplated Tearenet [averfug o 5 rmp:bdl

4l tracking canabty bn Syamsts
M*mmmwhmm:ﬂnu
oty
Samalls b Yoaanet oughly s g S TGt erskted i st ey P I Dot nw efoct om oriocipls mescrst
mmom-mmhk@-m aal .
HNew corttracy) rocagury s
“Eiroandfuly altecia by gy n ey -
Mziuiﬂnlummg..nmﬂm ﬂhm.nﬁmmww Mhtmummhmm Mo Arther iy, raqulrad
: Mapoasihlives appokmed tramp-up) =
o Lo
P P
app.-mbﬁﬂum i

For IM2 to be realised a discussion wil be held with Transnat Management to
determine the Payments of the savings.

Each of the above steps is explained in the detail beiow.
3.1.11M 1: ldentification

In 1M 1 we wil identify and confirm the potential cost saving ang establish the
required baseline for future measurement.

The following detailed activities will be performed.

Spend anaiysis
¢ Deep dives for strategic vendors ang Commodities to enaple the set.up of
vaiue packages

2 af 28
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+ Quantification of baseline savings - confim spend data, baseline, size of
opportunity and agree on target

e Concrete improvement initiative developed and described in implementation
manual and workflow chart

o Set up fracking and programme governance

Baseline

Transnel’s spend data is stored on a number of separate SAP systems and suffers
from a fack of proper codification. As a consequence, it is therefore difficult to
produce an accurate baseline for the value. package. Nkonki will utilise its toolsets to
identify opportunities and propose improvements.

Challenges that will have to be addressed in this value package include:
¢ Lack of codification and data integrity
< SAP standard reporting and classification across the instances
» Process inconsistencies within Transnet and its OD’s

o Poor ulilisation of materials/short text descriptions making it difficult to
determine what was purchased

3.1.2 IM 2: Value Assessment and Approved

in IM 2 Nkonki will obtain the required approval and confirmation from business and
ISCM Council as to the correctness of the identified initiatives enabling a deep dive
into the SCM environment to further establish all implementation steps.

The deliverables for step 2 (IM 2) will consist of:

e General feasibllity cleared with executive sponsor with detailed individual work
breakdown siructures supported by requisite tracking capability in StratWare

* Allimplementation steps will be signed off
Benefits to Transnet evaluated in detail over 3 year period and cleared with
Transnet Group CPO/CFO

e GLT authorisation will be obtained for implementation
All implementation steps described and responsibilities appointed
Approved by Stearcom

On approval Nkonki will enable a governance and tracking capability to manage and
track the approved initiatives.

StratWare offers the additional benefit of granularly tracking the elected Campaigns
and the concomitant results.

e

~ Continuous performance management and benefits tracking are crugial io measuring

the success of any initiative and evaluating its return on investment. it is a key
mechanism for ensuring that pianned objectives are being addressed and achieved
for the overall business as well as specific initiatives.
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stated initiatives. These identified measures can be setup for automated distribLition N

and distributed to user groups at regular intervals.. .

3.1.3 Execution (M 3)

The execution of IM 3 will be performed by Transnet to embed the approved
savings opportunities approved in step 2. Nkonki however, could assist 1o enable
the cost savings initiatives as per the costing defined in section 4.

Successful completion of this milestone will require;

s All implementation steps have been completed

o Resources!capitai for implementations have been released
New contractioperating procedure is in Place and fuilly effective in day to
day business

 Benefits for Transnet start to be collected {ramp-up)

= Implementation resources can be released

Key Assumptions for cost savings initiatives

This section is premised on the following key assumptions, et al:

* “Display ail” access for to SAP R3, Developrent, QA and Production systems will
be available immediately at the start of the project.

® Transnet to provide project office facilities,

s “Display all” access to all other third party and or bolt-on applications that impact
on the current Transnet supply chain environment.

¢ Transnet will acquirefprovide a server for the hosting of StratWare at the onset of
the project. .

* Admin rights to Transnet StratWare server,

* The duration of the enablement components will be directly affected by the
involvernent and availability of key business process owners in Transnet
departments respectively. These representatives will alsc be responsible for
deliverable sign-off,

* VPN /remote access io Transnet network for StratWare support.

*  Network, internet and email access for project team

E o e
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3.2 Initiatives  to improve the Efficiency  and
Effectiveness of SCM
Background

Integrated Supply Chain Management (ISCM) aims to deliver economic value o
Transnet, and deliver on Governments and Transnet strategic objectives by
optimising supply chain activities which in turn will enable efficient and reliable
services to the end customer. The execution of integrated supply chain strategy

The ISCM strategy is continuously being reviewed considering the significant rofe that
ISCM plays in enabling Transnet's Market Demand Strategy. The current SCM policy
requires Transnet to carry out procurement in a cost-effactive manner, while meeting

commercial, regulatory and socio-economic goals, and ensuring good governance.

agile, and automated to increase efficiencies, create improved econoric value with
the ultimate aim of reducing the cost of doing business for Transnet.

In addition Transnet business has identified the following challenges:

® procurement is not responsive, and the current processes take long to source
key commodities and or services which is delaying the award of business ang
impacting negatively on operations, resulling in customer requirements not
being satisfied in a timely manner ;

o the Transnet Procurement policies and regulations are bureaucratic, contains
t00 much red tape, is cumbersome and 100 complex. They contain too many
layers of unnecessary administrative requirements and are sometimes
overregulated which costs time and money; '

* strategic partnerships with suppliers have not been developed to achieve the
desired benefits. This is evident in high prices paid for goods and services
and contracts that favour ceriain suppliers;

° intelligent analysis of procurement data, developing effective category
management and enhanced sourcing strategies has not besn established:

¢ the monitoring of procurement patterns, prices and contracts have not been
agile and effective to support procurement strategies;

¢ demand planning for commodities and services are not effectively planned and
managed. SCM has not been able to perform adequate markat research and
analysis;

o The utitisation of technology to streamiine transactions has not been
developed; and_ L

¢ ldentifying and implementing cost saving tools and or processes have not
been developed in s sustainable manner:
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In response to these challenges, GLT requires iSCM to develop and or enhance key
areas with a view to identifying key initiatives that ¢an be developed and implemented
to improve the “EBITDA", whilst stili ensuring compliance with ajj relevant legislation
and upholding the principles of faimess, transparency, equity and cost effectiveness

as enshrined in the constitution and Transnet's SCM policy.

SCM have identified the following key initiatives to support this turn around which is
urgently required. SCM unit does not have the internal resources or the capacity to
perform these initiatives and will require external assistanice.

3.2.1 Strategic Supplier Relationship

Transnet is currently challenged with averpaying for commodities and services, angd
not receiving the required benefits or value even though Transnet has both the
buying power and the Power to influence change in certain industries. Transnet

Transnet needs to Partner with suppliers to develop deep, mutually beneficia)
relationships over the long-term and to develop true supply chain excellence,

Immediate Cost Savinas Strategies (next 3 months
» Review the existing contracts with alj suppliers (i.e. top 200 at Group and top 50 at
the OD's) across all OD’s and consider renegotiating terms and caonditions for
both capital and operational expenditure. Estimated savings of 20 io 30% is
required:
~ Perform a market, technical and supplier analysis
- Direct negotiations with selected suppliers
~ Prepare Competitor analysis
- Review the existing SWOT analysis performed per key commodity
~- Update the commodity document with latest benchmarking and market
analysis

* Renegotiate with current suppliers providing the same goods to create common
pricing and aligning to shortest conduct period and then consider going out to
tender.

» Develop price reprieve options for suppliers:

Intelligent market and product analysis will be required;

Global and local €conomic outiook and futire purchasing power trends

must be considered:;

~ Focus on key commodities

Giobal market trends and exchange rate fluctuations risks must be

analysed and benchmarked

e Investigate and centralise contracts-where - the- same setvice gr commodity is
being supplied by different suppliers at the various OD's,

e Perform benchmarking of all commodities and services being procured across all
OD’s in terms of price, margins, demand and avatlability to allow the development

i
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renegotiation of prices with immediate effect; A R e T
Review and investigate what the price make up/breakdown of the various
commodities and perform benchmarking to assess the reasonability of these
Review and reassess the use of sole suppliers and assess their overall economic
benefit in comparison to sfficiency and overall market demand;

Review and update the current commodity document incorporating category
management,

Long term (next & fo 1 2months)

Review and updale the SWOT ahalysis of thé curtent Transnet, supplier
relationship matrix and commodities to ensure relevant to changing demands and
supply market ;
Establish a benchmarking and research knowledge unit that is able to develop,
analyse information relating to prices, margins, and the supply of all key
commodities and services utilised by Transnet across all of the OD's;
Develop markat intefligencs of competitor's key cc)mmcdiﬁes and services ahead
of demand;
Davelop and embed a complete end to end commodity and service category
database which is automa ed, accessible, continuously updated and allows for
real time decision making: |
Develop key exception reports that highlights possible savings and efficiencies;
Design and develop standardised monthly reporting templates across g} CDs;
Design and develop negotiation strategies fo support strategic parinership with
suppliers within the confines of the Transnet governance processes ang
regulations;
Develop a structured working relationship with suppliers and thereby create g
culture of cooperation and continuous engagement:
Develop and institute a regular channel for the.communication and dissemination
of key processes, policies and procedures, gensral requirements for tenders, and
or planned procurement Opporiunities with suppliers;
Develop a Supplier Relationship methodology which would include:
=~ Defining Transnet's priorities
- Understanding the supply market
- Uniderstand the cyrrent maturity and approaches to supply
- Work out who can give you what you need and what will you have to give in
return
~ Build strategies (define suppliers in terms of their different levels within the
supply chain)
- Segment the supply market
- Engage the whols business of Transnet
- Train and develop those Who need it
- Implement differential supplier management approaches
~ Embed the process that wil keep it going over the long term (senior
management down)

Baize

t. suppliers knowledge ' database - to " enable - the " effective e
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Establigh Collaboration and synchronisation of Supply Chain;

Develop processes and utilise technology as enablers; and

Define and develop measurement criteria for achieving resuits, an effective
reward system, and a pracess for continuous improvement

3.2.2 Demand Planning

It is a legal requirement that Transnet piepares and publish Procurement plans.
These procurement plans must be in line with the Annuazi Corporate Plan and
Shareholder Compact of Transnet and must be properly costed.

The demand planning from business within Transnet has been ineffective and not

appropriately aligned fo the business requirements, the budget and the corporate
plan. Transnet requires the foliowing immediate interventions;

Next 3 months

* Develop a database of a complete spend analysis across g CDs per commodity
and saervice which should be categorised. These would inciude for both CAPEX

contract etc.

* Develop a system to allow the alignment of the Current commodity fequirements
per the 17/18 corporate plan to the procurement pipeline. The systemn should
assistin :

= ldentifying if the commodity required is currently supporied with existing
contract or not;

- Assessing if the commodity will require a contract extension or 3 new
procurement event;

~ ldentifying the timing of the procurement event vs the projected cash
outflow per commodity and or services projected for the 17/1 8 Financial
Year per OD;

- Reviewing the demand from business per OD and assess i accurately
forecasted and aligned to the Corporate plan and procurement pipefine:

Amend and or Update the proposed 17/18 procurement plan per OD .

* Develop an automated process, supported with standard templates and
guidelines across ali OpDs that will be ready for use in generating the 18/19
Corporate plans.

Next 6o 12 months

* Review and enhance the entire demand p{anningprocewwes&a#%he—eas* -

® Review the process of developing procurement plans for the shor, medium ang
long term

* Develop guidelines and operating manualg tc support the development of
effective demand planning;

9 ol 28
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o Establish alignment between budgets, strategy and projects and thereby reduce
unplanned procurement;

e Continuously review and update the database of the spend analysis per
Commodity and service. The database should be defined, maintained and
supported with standard operating procedures;

= Develop market intslligence and perform regular industry benchmarking exercises
to determine accurate and complete costings for the procurement plans;

o Develop an automated quarterly reporting toolkit, which is supported  with
guidefines, frameworks and standard templates for all OD's;

¢ Develop training on the implementation of new and revised practices and
strategies

3.2.3 Cost Savings Strategies

Transnet is experiencing tough economic climate which is putting major pressure on
iSCM to ensure that measures are being put in place to avoid urmecessary
purchases, reduce waste and contain costs. Transnet needs to:

o Optimise existing procurement strategies and approaches:

~ Develop centralised contracting on commodities and service being utilised
across all ODs (i.e. transversal contracts);

- Establish a database of all these services and commodities across all the
ODs and which should be categorised per product type;

~ Establishment of long term supplier relationships and certainty in the
market place;

~ Develop processes and systems to renegotiate supplier pricing on a
continuous basis;

- Develop a strategy on rebates on key commodities {e.g. like the wheels of
the train);

~ Relook at how technology should be used to enable possible savings;

» Develop performance based contracts that could incentivise suppliers in providing
better value with lower costs and resuiting in improved performance for Transnet;

¢ Develop and implement ravised strategic sourcing models based on the senvice or
commodity (i.e. whether a tactical, routine or leverage spend). Develop a
complete analysis of the current commodities and services utitised, the spend
patterns, the volumes and the impact on the available market and industry;

* Continuous monitoring and understanding of market conditions to ensure best
prices are obtained in changing environment;

e Develop strategies with suppliers to reduce inconsistency in prices between
private sector and state owned institutions {Transnet needs to use the size and
value of its spending on cornmodities to leverage its buying power);

514

= Develop standardised specifications of common commodities; _

°  Devélop efficiencies in providing information on spending patterns through the use
of technology and autornation;

¢ Develop key exception reports which can be analysed to identify opportunitiss to
unfock cash savings.
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3.24 The Current Governance Structures and SCM Regulatory

Environment

Business has raised concerns that the éufrent SCM regufatory and gdﬁémance

landscape is bureaucratic, extremely complex, contains too many red tape which is
administratively averburdening, and is not supporting businass to be responsive and
effective in both the short and long term.

This initiative is built on improving the end delivery to the customer whilst st
maintaining compliance to the regulatory and governance structures of Transnet.

The activities to support this initiative will include the following:

Ratlonalise the existing SCM Requlatory Environment:

© Dsveiop a risk acceptance and tolerance model relating to Govemance principles
within the SCM environment which is approved by GLT and the Board;

» Review the applicability of the PPFA 1o Transnet and assess i the current
Procurement Procedure Manual (PPM) is overregulating in relation to efficiencies
and deriving economic vaiue;

o Review the curent PPM 1o Identify opportunities for improved efficiencies: (i.e.
streamling the process approvals, replace manua) systems with automation etc);

o Review the current Delegation Of Authority ({DOA) and Acquisition council
structures and assess i the mandates and terms of reference is aligned to the
iISCM business objectives from an efficiency and economica vaiue chain
perspective;

o Update and issue revised PPM, DOA, Acquisition Council Mmandates and other
related Governance documents and structures;

Streamiine Business Processes
SMoaMinNe Business Procasses

¢ Review the current SCM processes and identify inefficient and uneconomical
processes that needs to be removed;

¢ Develop and automation system to replace the time consuming manual paper
based quotation system;

¢ Develop intemal processes to support the move to the Central Supplier Database
{C8D) and eTender platform of government:

o Develop practical implementable and change management plans to embed
revised processes:

Tendsr Documents

¢ Rationalise the number of tender documents issued to ensure the documenis are

more simple and. easiyto-understand.—

e Review and assess the current fayouts of standard docurnents to ensure
improved and fit for purpose

27 of B8
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Reportin

Develop and enhance the current reporting systems and supporting framework o
ensure critical information such as procurement plans, tenders to be advertised, the
vaiue of each award and progress of the tender are avallable real time and reported
upon timeously.

3.2.5 Critical Success Factors

Skills Transfer and Business Continuity

¢ Partnering with SCM staff 1o develop a continuous improvement programme that
is monitored and reported upon at every key milestone
o Develop a training programme to ensure the upskilling and transfer of skills of
SCM employees during the project duration:
o Champions from the SCM unit will need be identified to Iead the
programme;
o Monthly and quarterly targets will be set and measured; and
o KPI's will be developed and included infto  employees Performance
agreements

Automation and the Use of Technology

Technology will be hamessed to ensure that new practices and improvements areas
are automated, to aliow for improved efficiencies, better data quality, quicker decision
making and improved turnaround times resulting in a high performing and efficient

Group and all the SCM units of aii OD's. A project charter with a preject plan will be
developed which will provide guidelines to the foliowing key slements:

Sponsor and stakeholders
Scope and approach
Estimated benefits
Measurement of the project success (KPi's)
Roles and Responsibility (RACH matrix}

¥ & & o o
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Lean Six Si ma

To achieve the success of the proposed initiatives the SCM department will adopt the
Lean Six Sigma methodology. Lean Six Sigmais a methodology that relies on a
collaborative team effort to improve performance by systematically femoving waste,
Within the SCM environment the objective will be to:

streamline Supply Chain processes to be efficient and effective,
o reduce waste/ unnecessary activities in the process,

The Lean Six Sigma is based on the DMAIC principles (Define, Measure, Analyse,
and Improve & Control). A dedicated project team will be set Up to implement Lean
Six and a champion will be identified to lead and enable the implementation ang
monitoring of the project.
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EY -Proposed Costing Mod ol 1 P
" The costing of thiéﬁ;&jé@ has been Sepératecj between S
e the cost saving inifiative; and S5 o

* the initiatives to improve the efficiency and effectiveness of SCM

4.1 Cost Saving initiative

The envisaged end state or implementation milestone of the work packages for
benefit calcutations will be at I 2 and wili be 8% for CAPEX and 12% p.a. for OPEX
of the savings for recurming benefits or impact that is calculated respectively, 1o a
maximum equivalent value for 3 years of such identified savings. A cash interest
cover of 2, § times will be maintained in ensuring the realised benefits are achieved,

It is proposed that the cost savings techniques and processes recommended by
Nkonki at M 2 and IM 3 will invariably create a permanent reduction in costs for
Transnet's benefit. Nkonki will share such benefits only for a maximum of 3 vears and
not info perpatuity.

Nkonki proposes that payment of expenses (Travel and accommodation) will pe
made outside of realised savings but proposes that the expenses be capped at 10%
of the 12% benefit sharing percantage. The rate of expense that Nkonki will charge
Transnet will be based on National Treasury rates. Expenses will be claimed as
incurred on an actual basis and paid upon claim to the limits above,

i

5 4.2 The initiatives to improve the Efficiency and Effectiveness of
SCM

The effort to enhance cost savings is inextricably linked to the efiicient workings of
Transnet's supply chain environment. 1t is Nkonki's fervent helief that all such savings
proposais should be premised on improvements to the supply chain enviroment that
are sustainable and perpetual. To this end our effort is directed to identifying and
rehabifitating any supply chain deficits to give effect to the identified savings in

perpetuity,

— o this-end-a—range-of skilled resources are required to execute all inftiatives in
accordance with the planned initiatives,

FER g ]
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It is expected that the following minimum resources will be required at the rates
- stipulated below: Fihh L

[ Quantity | Rate per hour Duration
| 35-50 R 938 18-24 months

We anticipate that the cost for efficiency and process improvements as projected above wil
also be recovered through the cost savings generated by this program

3  Key success factors

The following key prerequisites are required from Transnet to ensure the successful
completion of the project and deliver the requisite savings: -

= Strong govemance with executive buy-in and Support is required to ensure
acceptance of cost saving spportunities — including a full fime senior executive fo
lead the turn-around on Transnet's behalf

* An experienced commarcial functionary from each operating division to manage
tum-around process.

* Availability of CFO's and CPQ’s for weekiy progress meetings

* Monthly steering committee meetings

e Support from Transnet procurement, supply chain, legal, treasury ang T
departments

«  Willingness to change SAP settings according to recommendations from project
team

* Access to information and documents related fo project:

» Complete description of business processes and procedures related {o cost
savings initiatives

¢ KPI's related to improvement initiatives

-wgii_ be directed to affecting i?ﬂbi‘oveme?nts “top : e
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Administrative Detaiis

6.1 Terms of the Agreement

Validity Period

This quotation is valid for a period of ninety (90) days.

Effective Date

It is proposed that this agreement should become sffactive on the date of acceptance
and signature by both parties to this agresment.

0 Cancellation

~ In the event of any party breaching any of the material terms of this agreement or
) failing to honour his obligations in terms of this agreement, and such default
continues after receipt of a written notice from the aggrieved party calling on the party

6 Commercial Detaiis

6.1 Services

Nkonki will act as primary contractor to Transnet on this project. Ali charges exclude
VAT.

6.2 Payment Schedule

Monthly Billing

Billing will be conducted as described in section 4 of this proposal

6.3 Payment Terms and Interest on Overdue Amounts

Payment is due within 30 days from submission of an invoice. Interest (at the ruling
banking prime rate) will be levied on ovardue payments.

6.4 Limitation of Liability
This agreement is limited to the provision of services as described. Beyond the scope
defined in this agreement, Nkonki will not be liable for any direct, indirect, incidental

Hafza
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or consequential damages, whether due to negligence of any panty and whether
caused directly or indirectly.

6.5 Nkonki Details

Nkonki'lncorporatee

Address 1 Simba Road, Cnr Nanyuki Road Sunninghill 213

Addressfor | PO Box 1503 Saxonworld 2132 - o

f Correspondence

r Telephbne +27 (0)175;’1_; 31'._?(_)5 J L
£ |Faceimicg R Y . |
61 [ Facsimile e 10000176316 —— = | ]

6.6 Confidentiality and Copyright

The information contained in this document is confidential and is Submitted by Nkonki
on the understanding that it will be used only by the person to which it was issyed. In

27 <28
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7 Acceptance

The Partres hereby accept thrs agreement

MSM-569
522

7. ‘! Accepted by Nkonki lncorporated

Authorised Signature:

Name;

Position:

Dale:

i ocation:

7.2 Accepted by Transnet

Authorised Signatyre:

Name:

Position;

Date;

Location:

Witness Signature:
—_—

Date:
—_—
Witness Signature:
—_—
Date: (,}
— = . 5
Witness Signature:
Cate:
—_ s

Witness Signature:
_— e

Date:
—_

Jupn——
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Trutnst 8OC Ltd Cazlton Centre P,0, Box 72501
Registration 150 Conmiaaionsr Parkview ’msngr
Nunbaz Str. Johsnnesburg Souty Afzica, 2122 -
1950/000980/30 2001 T #27 11 3J0g 22850 W
F 427 11 309 1269
MEMORANDUM

FROM

wWyw.iransnotnet

* Siyabonga Gama, Group Chief Executive Officer

SUBJECT: COSYT SAVINGS AND EFFICIENCY FOR SUPPLY CHaIN

MANAGEMENT (SCM) AND REVENUE 'ENBANCEMENT
PROPOSALS

PURPOSE:

1.

Tha purposs of this memorandum Is for the Acquisitions and Disposals Committae to
recommend that the Board:

@ Approve the appointment of consultants for:
. TheCostSavfngsandEfﬁdenchmponlformﬁomMiI _
which was approved as permitted Non-Audit senvice by the Audi

Nor-Audit service by the Audit Committes.

° Delegate authorlty to the GCE tp sign 2l documentation including the contract
documentation, :

BACKGROUND - ISCM COST SAVINGS AND EFFICIENCY:

2'

administratively overburdening, and are not supportlng business to be responsive and
effective In both the short and leng term.

GLT requires that the current SCM Practices be reshaped and enhanced in order to
ensure that SCM Is mora responsive, aglle, and automated to Increase j
rezte improved economic value with the ultimate alm of reducing the cost of doing

GLT also requires SCM function to develop andfor enhance key focus areps with g
View to Identtifying key Inktiatives that ean be developed and Implemented to improve
“EBITDAY, whilst stil} maintalning compliance to the regulstory and govemnance

Tequirements of Transnet, These nitiative must include the development of Strategic

Supplier Partnerships, the development of Category strategles and the setting up of

B Er——
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"SWAT" teams to drive these categories, cost savings including price reprieves and
price reductions, reviewing the processes and procedures and to reduce unnecessary
bureaucracy and red tape to allow procurement to be responsive {o business and to
be a true business enabler. This requirement is urgent to enable iSCM to support the
various initiatives to address the risks in the 2016/2017 and the 2017/2018 and

beyond results.
BACKGROUND - IRON ORE AND REVENUE ENHANCEMENT:

5. The continued lower than planned demand for freight logistics services is having a
direct impact on the Transnet Revenue line and, as a result, is impacting on the
affordability of the capital investments that have been undertaken, Transnet is at risk
of defauiting on loan covenants (cash interest cover <2.5 times) or being downgraded
to sub-investment grade.

6. One of the immediate steps the Group's Leadership Team (GLT) and the Board has
approved to aveid the above situation over the short-term is focused on Revenue
management

7 There are specific activities on some of the existing revenue line can be done to assist

in improving the revenues for example Iron ore and Coal.

DISCUSSION- iSCM COST SAVINGS AND EFFICIENCY:

8. Transnet requires initiatives that embrace its business complexity, scale and diversity of
operations and the magnitude of transactions to:

» Identify suppliers where strategic partnerships can be formed to assist in
delivering value to the organisation and enhancing savings, de-risking sole
supplier’s monopolistic behaviours.

» Developing key category strategies and implementing “SWAT” support across the
organisation to drive and enable these strategies in the various sourcing activities.

» identify and optimise cost savings initiatives across its Operating Divisions and
Specialists Units; and

» to identify initiatives to improve the efficiency and effectiveness of the current
SCM practices within its Operating Divisions and Specialists Units

9. Currently Group SCM does not have the necessary capability and resources internally to
complete the above required initiatives and therefore seeks assistance from an external

service provider.

10. Nkonki has submitted a proposal to assist management with the requirements listed
above in 3 and 4 to:

i} identify the potentia/ cost sayings and to recommend the attendant actions required to
realise these savings across the following areas:

¢ Settlement Discount
& Free Text Spend Reduction
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¢ Strategic Supplier Relationships

*  Monltoring of progress on epproved improvement campalgns,
* The reguisite resource tapability ts deliver the ldentified action plans, if required,

° msmis.amwamimmmmrnmwmmmm

*  The development and Implementation of a Cost Savings plan for Transnet which
would typlcaity éncompass the following key activities:

saving Initiative,
»  Cortinuous Improvement ang monitoring,
v Cash Interest Cover :

. mmmdmmwmmgmmmmma
Supply Chaln Optimisation

o :nmmammwmmm&mm:

+* A twenly four month programme s proposed, to enable the cost savi
idantlﬂedandtobeappmvedhymmt. b
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¢ The scope of wark for this value package is to deliver rapid bottom line savings
and to free up cash. As a consequence it will also deal with adapting Transnet’s
existing structures, resources, tools and skills where necessary to ensure a
sustainable implementation.  Nkonki will advise Transnet on potential
improvements required to improve the procurement capability for rapid bottom
line savings

13. Initiatives to improve the efficiency and effectiveness of SCM scope
a) Strategic Supplier Relationships:

» Developing savings opportunities through renegotiated contracts, price
reprieves, centralisation of contracts;

« Perform benchmarking of all key commodities and services being procured
across all OD's and develop a supplier knowledge database;

= Refine and redesign the current commodity catalogue and category
management processes; and

¢ Co-develop a supplier relationship methodology which is reviewed and

updated on a regular basis.
b) Demand Planning
» Develop tools, and templates to allow the alignment of the current
commodity requirements per the corporate plan to the procurement pipeline
{(to commence with 17/18 FY);
+ Develop a database which categorises the spend analysis across all ODs per
commodity and service; and
» Review and enhance the entire demand planning process & development of
procurement plans across all the ODs.
¢} Cost Savings Strategies
« Develop and design procurement strategies and approaches to optimise
savings and benefits; and
+ Develop revised strategic sourcing models.
d) Current Governance Structures and SCM regulatory Environment
s This initiative Is built on improving the end delivery to the customer whilst
still maintaining compliance to the regulatory and governance requirements
of Transnet and will focus on:
+ Rationalising existing SCM processes and practices;
» Streamlining existing business processes; and
+ Develop and enhance the current reporting of SCM performance

14. Nkonki has been preferred to perform this project due to the following:

s They have institutional knowledge of Transnet environment through their TIA
engagement;

# They have a full range of pre-built Supply Chain toolsets in combination with a
rich vein of expertise, which will provide Transnet with the appropriate customised
Dashboards/Scoreboards {Tracking Tool} to assist management with the
sustainable measurement of the realisable savings and {o perpetually monitor the
improvement campaigns;

» The toolsets and the intellectual property developed during this project will
become the ownership of Transnet, and is valued at greater than R50 million;

e The use of Nkonki through the TIA contract aflows Transnet to be provided with
a range of skilled resources with the relevant expertise and industry knowledge
at a blended rate of R938 which is far below the market price. F%



15 The project it comménce one week after the approval of the progasat, <

16. The longer contract periad will sfiow for the transfer of sidii to Transnet and its employees.

* Itrsahnaknedatenhmdug_ ﬂxemncganqmenvlmnmenbmd
. nmwmmﬁnmmwmm ofﬂteannuaiaudltpl;n.

DISCUSSION- - IROM ORE AND REVENUE ENHANCEMENT:

o sm&maridngmrrmmsranampm _
° smdummpponh&emdshgofdnmmemkeorpayagment
o smhmmmm@mmmmmﬁnumm

19.CmmﬂyGerCoqmerda¥dmmthmmmmw ary capabiiily and resources
Mmmymmmmmmommmmmﬁmammﬁmamm
anoxtemaiwmmvldsr,

20. Nkork! has submitted proposals to assist management vith the requirements listed
above,

at a blended fate of R938 which Is for below the market price,
22.1119!ongarconh-mpeﬁodwﬂiaiiowforﬂ:etran%nfakmmmrmetandltselnﬁwees.

23. The asslgnment falls within the guidelines for the provision of non-audit services by TIA
s

s rtismmdmaddvduebyenhandngkonommmmmm:mam
mmmmmum;

. nbakodmwuemmgﬂmgmmmmmmm;m

* Rdoesmdmdmﬁmneﬁecﬁmatmnmnofweamauumm.
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sed on a galn share dalogy. Nkank will thys

chet. The cording to an Implementation milestone 5 10 be agreed with
mmﬁ»wnpmmmm would be based on 129 1o 14% of OPEX
savings delivared and 8% to 10% of CAPEX savings delivered and will bs Subject
1o the final negotiations with Nkonld, The initial estimation is that the Indicative
savings that could be achleved out of the activities iny paragraph 108 above could
range between R1,1 billon and R3,6 blilion. This would place the possible gain
share fes at app oximabely R260 miflion if the savings are achleved. Further
Savings could be extracted through the other Intiatves as destribed in
baragraph 12 and 13 sbove,

31.1.3. The cast of the cost savirigs initiatives will be directly funded from the saving

3L.14. mmemvanueenhmoemem-pmgram the revenue taritfs work wilf be

additionz| annual revenue of R1,065 biflon on approximately 35 milllon tons
annuel volume. The galn share on this would be approximately R127 Fillhon,
Further revényes can be enhanced through the Gther taniff initiatives,

32. Fee based/fixed fee:

32.1.1. mmwmmmammmmﬂmﬁmmmmt
wwmmmmmmw;rmmwmswwmzma
realised,

32.1.2. The improvements %o the efficiency and effactiveness of the SCM processas ag
weﬂmmem«emwmmueeﬂhmmmeﬂtmm(m&g e
tarift work) wil bebasedenamne_andmm! basis, It is expected that the
mmmm_wlmmmmmmwmdm,mmm
mmrmeﬁxmmmmmmmw not be exeeded but the
final foes and rates wi be subject to the final negotiation and contract:

Project Full  Time [ Rate per [ Duration Expectod tola] |
Resources | hour Fixed cost an
Ume and

= Roae T e v fie | RI00 TG

| Total

32.1.3. We anticpate that the cost for efficiency and process improvements as
projemdabovewuta!soberecoveredthmughthecostsawngsmmw ——
ﬁ:fs_gtqgmmasﬁasﬁueredmedmontmymmmm V

incurring on its current procurement analytic solution of appraximately R5p
midfian for the 24 month period,




RECOMMENDATION:
38. The Acquisitions and Disposals Committee to recommend that the Boarg:
*  Approve the appofrtment of consultants for:
* The Cost Savings and Efficiency Proposal for isCM from Nkonkl Incorporated

which was approved as a permitted Non-Audit service by the Audit
Committee,

*  TheIron ore and Coal revenye enhancement program Proposals for Transnet
Commercial from Nkonki Incorporated which was 3pproved as a permitted
Non-Audt service by the Audit Committee.

¢ Delegate authority to the GCE to sign all documentation including the contract
documentation,

Recommended By

Garr\ Pita
Sroup Eilef Finandal officer
Date ( /2}:7

Recommended By
H

Reiphiwe sHifngd
cnlall,ega Caunse]
Date &

oRfae T
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Citice of Bultle Milovy, Deputy Group Company Secretary

TO WHOM IT MAY CONCERN

EXCERPT FROM THE MINUTES OF THE ACQUISITIONS AND DISPOSALS COMMITTEE MEETING NO. 7.
TBHTFY HELD ON 13 FEBRUARY 2047 AT 10:05 AT EOARDROOM 4901, 4™ £LOOR CARLTON CENTRE, 150
COMMISSIDNER STREEY, JOHANNESBURG

6.5 Cest Savings and Efiiciency for Supply Chain Management (SCM) and Revenue
enhancement Propasals

nsuian : (1 CO51 of RS00MBE foljows
" nclency Froposal for SUpply Cha anagement which was
“_) approved as a permitted Non-Audit service by the Audit Commiliee.
! - lron ore and Coal revenue enhancement program proposals for the Company
gummardal which was approved as a permitied Non-Audit service by the Audit
ommittes.
» Delegated authority to the Group Chief Executive to sign alt docymentation including 7-ABHTEY-04°
the contract between Transnet and Nkonki incorporated. :

Certified as true excerpt

Kind regards

An

HLE NDLOVU
Deputy Group Company Secretary ,
Transnet SOC Ltd
Date: 23 April 2018

Transoet SOCLW = CaonConte PI5 Box o0y
Registration Number ™ © ™ 1350 Commissioner Paitoien, dehannesturg
1990000900030 Strest South Alrca, 2122

Jahannesburg T 27 11 368 2465
201 F 27 11 308 2698
»
Cisactors: LG Mabasc (Chaipersens 51 Gama® {Gronp Clusf Executive} Y Forbas AC Kintey GJ Mahigis'a PES Mathekga Z4 Magdes Wi Micryane 55 Ragute snw irzes et na:
G Piia* {Chief Financal Officer)
Ereoutive
Groun Convpany Secratary: NE Khumaz
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CESSION AND DELEGAT!ON AGREEMENT
between

TRANSNET 80C LimiYeD
{Registraiion Number 1990/000000/30)

(Transner)
and

ZESTILOR {(FTY) LTD
{Registration Numiber 2011 1008985/07)
("Zestior)

and

T-SYSTEMS SOUTH AFRICA {FTY)LTD
(Registration My ber 1980/007547107)
(‘T-Systems™}

Page 1 0f 13 il (-7
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DEFINITIONS AND INTERPRETATION

In this Cession and Detegation Agreement the foliowing words and phrages have the
meanngs essigned to them hereunder ang dervative fxpressions have correspond.
g meanings:

‘Business Day" maans any day other than a Saturday Sunday or any offigial
public holiday in the Republic of South Africs,

il

=23100 and Delenation Agraemant® means this Cession ang Daiegating
Agreament, Including any amendments thereof.

“Confidantiaf Infermation” means, without limiting the generalily of the tarm,
8y imformation, discoveries, ideas, concepts, tachniques, specifications,
Grawings, bhseprints, diagrams, flow charis and data relating to Products, da.-
SiONs. computer programs, business Opportunities, tuslomer dstg, togting,
markating plans galeg figures, techmeg and financial information, research,
development angd know-how, and information reisting to a Party's business or
&airs including that of its associated and afiated companiss {including any

of @ Party's tntellectual Fraperty that does nat fay within the exciusions n
clause 5 7,

“Distlosain Party Means 8 Party that disciosas Confidennal information to the
olher Packy,

“Effaciive Date’ means { December 2014,
" ﬁismkgigmﬂf means any know-how that e nat in the publie domain,

NVetiGn (whathar or niot patented! design. ade mark {whether or nos e,
terad). mareng: subjec! @ Copyrighl, goodwi: Fade or businesg aame, pro.

MSM-583
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CES8€8. procass methadology and ati othe: 'sfmi!ar intelfegiyg) property ag
may exist anywhere in the world and any applications for regisiration of Same;

t1g "MSA" means the Master Services Agresment conciudeg Detwesn Trangnet
end T-Systems an 17 Decomber 2009,

11.1¢ ‘Partias” maang Transnet, T-Systems. and Lestilor, coliactively, ang "Pariy
Means any one of them, as the context may indicate;

1113 ‘Receiving Party” means 3 Party that receives Confideniral information .trom
antther Party;

1112 “Transterred Agrsement” means the Addendum to the MSA conciuded be.

fween Transnet ang T-Systems on 20 Novembar 2010

{M\ i 1.2 in this Cegsion angd Oelegation Agreement.
O 1.2.1 {othe extent required by the context:
1241 words denoting any gender will include the ather two genders,
1.2.1.2 the singular wil include the plural ang vice versa,
1.21.3 a refergncg to natural persons wilj &ise be deemed 1o e 2 refarence

1o created satities, whether incorporated o unincorporated {inciuding

partrerships, trusts, ang functionaries acting for governmental, qr
Similar, nstituhions), and vice varga;

1.22 i ary provision in a definition s a subsiantive Provision conferring rights or
imposing obilgations on any Party, the Partipg must give effest 1y jt as if it
were a substantive provision in the body of this Ceasion and Delegation
Agreesnent, notwithstanding that & «5 onlyin the definition clause;

123 the headings in thiz Cesson and Deiegation Agreement have been insartay

12 the words “include™ angd “neluding” mean “include withoyt fimitation® and .

lowed by 3 specific sxample or exampies i nol to be eonsteved ag lniting the
Meaning of the genaral wording praceding it the application of the eHssdam
genenis rule is excluged,

125 fecordals gre onding on the Pares and arg not metely for information oyr-
00ses W
Page 4 of 13 frutigty b’? .
Revsont & 73 Jury 2904 FGra ran .
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MSM-585
5354

.2 "INTRODUCTION - I |
ﬂ ' ‘ T Transnet and T-Bystems conciugad the Tradstam Agreament

22 The Paries wish o transies certin rights and bigations arising from the Transferreq
Agreement to Zestilor, while relaining certain of the rights ang obiigations therein as
betwesn Transnet and T-Systems.

23 Due to the inlsrinkeg Aature of the righty ang obligations that ere fransfarred ang

2 CESSION AND DELEGATION

i: 5 31 T-Systems hereby cedes s rights under the Transferred Agreement as indicated in
z, o3 Attachment A to Zestilor, who heraby accepls the cession,

32 T-Sysiems hereby delagates jts o&iigatnons under the Transferrad Agreement as indj.
cated in Attachment 4 to Zestifor who hereby assumes syeh oafigations, subject to
Hause 7 heraof, dealing with revocation righls.

33 The cession and delegation contained in clauses 3.1 and 3.2 taks Place at no consid.
eration,

34 Transnet hereby consents 1o such oession and delegation.

35 Each of the Partiss undertakes 1o co-operate in good faih vith the othar Parhies 1o
9@ practical effect to tha Cession and delegation contained in clauses 3 1 and 3.2

35 The dhbsion and detegation Contzined in clauses 3 1 8nd 3.2 taks effect as from the
Effective Date,

4 FURTHER AGREEMENT

k?ﬂ
g
23
2
3
»
z
&
[s]
g
19
a
&
S
n
&
L ~3
g
©
g
3
g
2
W
-y
g
8
i
&
g
:
-
4

the division of work under the Transferreq Agreement thal this Ceassion ang Delagation
Agreement Introduces, The Parties heredy agree to be boung by such additional terms

§ CONFIDENTIALITY
Caniidentiziiy Odligations

51 The Panies must as long as thiz Cesson a1g Delegaton Agresment femaing ;

Page 50112 #liats _,}
Rapsonia 3 duty 2044 i1y

= TiSysienas South Adreg iPly; Surstag
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58
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57.1

572

force, egd for 3 period ofs (five) years I'hét:égftar‘

%

they receive from #ach other in sirict confidencs ang may not publish, smplay, expioit

A Recsiving Party must iake all reasonable staps to impress upon othgr Persons come
g into contact with another Pay's Confidential Information (he conlfidentiai natyre

AMtiiiates of T-Systems wil Fot be deemed third parties insofar as Confidentias Infor-
mation is provided to them.

Recelving Parly hereby indemnifias and holds the Disclos!ng Party harmiass againsy
8ny loss, aclion, expense, clamm, harm or damage of whatsoaver nature suffared or
sustained by lhe Disclesing Party pursuant to 5 breach by the Recaiving Party of the
Provisions of this Cesion and Delegation Agresmany,

Excapliong

> Confidentia inforrmation, whish the Recaiing Party can demonstrate:

was fawfully oblained from & third g2ty whe 15 ot under obiigation of sang.
dentiality with fegard theretp, gr

was already in e BLIE domann LBCN conclusion of this Cassion ang Dete-

Pags 6of 13 fmliais %
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LR R

“* gation Agreement o wﬁicﬁ_ b;é;:gmes part of 'thé'public don"nain_‘by Publication
" of otherwise without any violation of the Receiving Party’s Gbiigations unger
this Cession ang Delegation Agreament; of

is mpproved in edvance for relgase by writtan 8uthorization of g Disciosing
Pary; or

sion and"Delagation Agreamen "0 less siringant than m this Cession ang
Delegation Agreement,

Tha Racoiving Party tears tha burden of proof 15 establish that any information fays
within the axceptions conlained nclayse § 7.

formation is embracad by mora general informalion in the Public domain gr in a Por.
tv's pessession Any combation gf features will no be deemed 19 pe within tha
aloreguing axcaplions merely becayse individual foaturas are in the public domain oF
i a Party's possession, byt only it the combination itself and jis Principle of apsration
arz in the pubiic domain Srina Party's possession.

Foresd Disclosure

A Party may disclose Confidentia: Information to satisfy an onder of 3 tourt o 1o com.
ply with the provisions of any law or regulation in force from time to ime (mcmmng a
request in terms of the Promation 1o Access 1o infermation Act. No 2 of 2000, a5
amended). provided that such Party

mugt inform thg applicable other Party of it oblgation te distioge baforg tig-

closyrcs,
Page 7 of 13 inviiais, W
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) H

B FSysiems Souh agves Pty taropsg [}

Conbivanta Latwesr TSymamy 3nd Mg aihar Padtidas o the Agrasment / ;ﬁ
= ) -
= N

T TP




MISh-583

‘" . 5.10.3 B Must canlinue to epply the Provisions of this Cession ang Delegation Agree.
‘ment 10 such Canfideniial Information for al other purposes,

Titie

s11 Each Party acknowledgas that the othar Parties’ Confidential Information js proprige
tary to the pther Parlies and thal iis diselogure does na confer any tights in or CEETLTS
aled with such Confidential nformation ta the Recaiving Party,

Retura of infarmation

512 A Disctosing Party may at any ime request a Recelving Party la return any Confiden-
tial information or gthes malsrial contzining pentaining 1o, of relating fo the Confiden-
: {.m_,, tial Information sng may, in addition, request the Receiving Party to furnish a written
Statement 1o the effect thay upen such ratum, i has nol retained in jis Passession, or
g - under its controf, Bither girachy or indirectly, 2Ny such materis!,

513 - Alternalivaly 1o clause § 12, g Receiving Party mugt, if azked to do so bya Dim:iosing
Party, destroy orirrevocably deleta such maledial and furnigh the Disclosing Party with
@ wrilten statement 1o e effect that such material has been destroyad o im;vocably
deleied funless the Receiving Party is required by any law o fetain a racorg of such
materisi, but than only to the extent and siictly for the Rurposes embadiad in such ob-

ligation}.
514 The Racaiving Party muyst comply with & request in terms of clauses 5 1 2end 513
within 5 (five) days of receipl of such reguesl,
Injunctive Reiier
515 A breach aof ihig clause 5 may cause 3 Disciosing Pany logs for which, 3 remady in
damages might not be adequate. Tharefore, in additior: 1o remedies otheryisa availa.
batoa Party, a Party may saek injynciive ralief to provent or mitigate a Yreach or
{» threatened breach of this clause 5. without heving to damonsirale that it hag ng other
% sdequale remedy in law

& DOMICILIUM anp NOTICES

6.1 The Parties choose the addresses as sel oyt heraundar as the addressas wherg for.

T-Sysiems-
Columaia Avenyg,
Page 8 of 13 nleais
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Reaginn 10 23ty 2014 20%4
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intarnationat Business Gatewa ¥
New Road

Midrang,

South Africa

Attention: Head of Lagai,
Transnet,

47th Floor, Cariten Centre,

150 Commissignae Sireet,
Johannesburg. 2001

Telefax: D11 - 308 2699

Marked for the allention of: Generg Managar, Group Legal

Zestilor;

7th Floor, Sandion Office Towers,
Sandton Ciy,

Johannssburg 2188,

Altenition: Santosh Kumar Chaubey

B A Party may vary its Savice Address to any othar address in the Repubiic of Soum
Africs which is not a post offics box.ar poste restante by written notice to the other

63 Any formai notics §erved by & Party on another Parly must be in wiiting, Any such
ey hollce which;
T &
3.1 5 delivared by hand will be deemed 1o have been recaived by the addresses
::w an the first Busingag Ray afiat the ate of delivery,;
6§32 I8 pogted by pre-paid regisierag Bost from an agdress within the Republic of

Soulh Africa 1o e addrassee gt its then applicable Seivice Address;

Wil be desmad ¢ have baen feceived on the 101k Businegs Day sftgr the cate of
Posting

64 Tne Partes fmay correspand via emait o {esafax for opecatona) 885008, bul no Pany

Pagegcri3 initialy ’1
fiersion rg 33 Futy 2004 2614
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‘may give any'r'm'tnqe ralating 1o a disputa, déﬁiand; b

templated in clause & 3
T REVOCATION RIGHTS

HE | H Transnet tawduliy terminates the Gede Conlrect for reasang Other than for Trapa.
ner's convenience, T-Systams must 2gain provide the Ceded Servicas to Transnel, as
from the day immediataly follawing the day of tetmination of e Ceded Contract (*Re.
sumplion Date*). In such event the rights ceded to Zestior ang cbligations assumed

12 Zasliior agrees that in such svent, it wil c0-oparate with T-Bystems i geed fadh ¢

the Labour Relations Act
B SENERAL
a1 This Cession and Deizgation Agreemant constifites the whole agresmant betweer

42 The rights ang obligations of the Parties relating 1o the subject matter of g Cassion

dacuments of in &n oraf agrazmant,

83 No waiver of, or fatiure, delay. ralaxztion or indulgenes on the partof a Pady in gxer.
cising any power or fight confarrad on such Pary i terms of his Cession ang Delega-
tion Agreemant will operats as 3 waver of such Mg unless it ig FRETassed in writpg
and signed by 1y Farty grving tha $ams, and i will be sitectve only in the speatfic 1
slance and for the PuiEese given Mg singie or paral exerts2 of any sugh gower gr
fant will oreciida &7y oiner of lurther exercisas of that powar oy Faht in torms of t%
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i, it any of the Partes i3 subject 1o
including any equivalent or 8naig.
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MEMORANDUM

W, e ansnet +ANE

To: Sharla Pillay, Acting Group Chief Executive (GCE)

From:  Mchammed Mahomedy, Acting Group Chief Finangja) Officer (GCrO)
Mantsika Matooane (Chlef Information Officer)
Gany Ptts, Group Chief Supply Chain Officer (GCson)

Dates 36 Octoper 2013
Subject; RFP No. G5M/13/04/0722 for Provision of Network Services -

Request
Mahm_mammm _ nwammactanﬁlsuanl-etwrof
Intent (LOT) fnviting Neotel to fyythe: negotiations as the preferred

s .

PURPOSE OF suamIssIon:
1. To request the Group Chief Executive (GCE) to:

> Approve the procurement Process and awand of business to Neotel (Pty) Ltd;
»  Sign the Letter of Intent (LOT) for the preferred bidder (See Annexure Q);
> Slign letters of regret for the four {4) unsuccessful bidders (Sae Annexyre R} and
> Sign the lgtter to extend the current Neotel contract (Annexxe T), i
|
BACKGROUND: 1

Services requirements and the contract 15 managed at Group level by EMg Previously
known as Group 1CT,



10.

11,

. MSM-595.1

A Network Services sourcing strategy and RFP was prepared by the Cross Functional
Sourcing Team {(CFST) that consisted of technical representatives from ail ODs. This
sourcing strategy was recommended by the Executive Committee (EXCO) and Board
Acquisitions and Disposal Committee (BADC) and approved by the Board of Directors
(Board) in February 2013, The subsequent amendments on the sourcing strategy
pertaining to the contract period and technical threshold were further approved by the
BADC on 29 May 2013.

The Board delegated authority to approve the Sourcing Strategy, RFP, Advert and Award
to the Group Chief Executive Officer subject to approval of the BADC and the BADC
concurred with that recommendation. Refer to Annexure B of the attached TEAR report
for the BADC resolution delegating authority to the GCE as Indicated above.

An RFP was sent out to the market on 14 June 2013 and ciosed on 13 August 2013 after
being extended twice as per requests from the bidders and approved by the GCE. A
compulsory briefing session was held on 27 June 2013 and all nineteen (19) bidders who
purchased the RFP document attended the briefing session. Oniy five (5) bidders
responded to the RFP.

Bidders were evaluated against specific criterla as set out In the Request for Proposal
(RFP} that was approved by the GCE on 09 June 2013. The table below indicates the
number of bidders that passed at each of the evaluation stages.

Evaluations
Stage 1 Stage 2 Stage 3 Stage 4 Stage 5
Administrative Substantive Technical Commercial Award ind.
Responsiveness | Responsiveness | Evaluation Evaluation Post Tender
Negotiations
5 4 3 3 1

It was concluded during the technical evaluation process that three (3) bidders namely
Neotel (Bidder 1), Dimension Data (Bidder 3) and T-Systems (Bidder 5) passed stage 1 to
4 of the evaluation process.

The preliminary Network Services evaluation resuits in the form of a Tender Evaluation
and Recommendation (TEAR) report were presented to Management for review on 01
October 2013. Management identified scoring discrepancies and requested that the Cross
Functional Evaluation Team (CFET) should re-moderate areas where there were huge
scoring discrepancies to be in line with Section 18.4.1(jii) of the PPM that stipulates that
an outlying score/s should as a general guideline be determined where there is a point
differential of more than 4 points on the 10 point scale as compared to the other scores.
A re-moderation sesslon was held at Cariton Centre on 04 October 2013 where all the
impacted service towers were re-moderated and agreed upon by the entire evaluation
team including Transnet Internal Audit (TIA).

Transnet has also considered the issue of Vodacom acquiring Neotel, its assets and
customer base as part of this RFP, Neotel has however indicated as part of the process

: C
4
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mmam:memﬂ-mmmmmmmm
mentioned Issues have already been mitigated through the rounding-off permission that
was recelved from the Nationa) Tressury end a written Affidavit from T.g

_confinming that there was never any Information sharing between them and Detecon

Conaﬂﬂng".-Cop@asofmemGaeway Reviews Feports are Included as Annexyre P of the
#ttached TEAR repost,

Table 2 befow Indicates project Emelines for the rémalning activities to the completion of
this procurement event for tha Network Services REp;

T ik L b Oate
Stage 1: (Admiinistrative Evaluations & Moderation) Finalised

— e ———— e = e.___-__.———-_,..._,m —v——

) _%ge 2_ gybmmm Evaluations & Moderation

Finafived ]
, /@
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the support from bidders the spiport from bidders
Internal governance intemal govemnance
fundtlons; fenctions;
* Transnet will raguire * Transnet wil require
Independent cestification of indeperident certificaticy; of
Sompetence of project Sompatence of project
* SLA' wil o be appiicable » SLA's willaiso be appicatie
on future project it sérvice on Ruture project with sarvice
credits finked to the project creclts Bnked to the project
budgets and Hmefinas, budgets and tinelines,
Oversliqualty of | » Service coadits are being
; . V) = Focus on continuoys
improvement.
i
< Poor Finascial ® Pmmlaundwdm!damf
Managemen: wezknesses and to hmprave
unmﬂnmdamom;
. !M!M&Wh
validete tre accuracy of
curnent bifing,

18. The proposed bidders overall service delivery trends have also Improved over the
mﬂwsl&mﬂsastseﬂdentﬁom&mgnﬁawm

LN
SO0
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50,001 s LAK
e WAN

S0.00% =
40,00% Sev3
Aouus = installation & Quotations
20.00% ineldants
16,00%
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24. To request the Group Chief Executive (GCE) to:

> Approve the procurement process and award of business to Neote|

(Pry) Ltd;

> Sign the Letter of Intent (LOT) for the preferred (See Annexure Q);
» sagnle&g;sofregretforthefourwmum bldders{SeeAnnexureR}: and
> ﬁgnﬂtémmemmmewmmeondmmammn.

ecutiye aiagmsm'psnmgmmdﬁg
D a0/ 2015

RECOMMENDED / NOT-RECOMMENDED

e (0

T Peter Voimink

Executive Manager : Governance & Compliance
Date: 21 Ceveger 2T

-RECOMMEND D | NOBRBCSEIMENDED

’ ity
g
m Czsle,;étpply {Chain Officer
Date: 3*{\0/!5

RECOMMENDED ; NOFRECOMMENDED

bt e sete!
Mok h ¥
< Adth up Chisf Finandal Officer

Date: 2. jp. 2043

RECOMMENDED / NSE-RECOMMENDED
O2te: Bo |y afamd,

Yusuf Loonat
Exeritive Manager: EIMS Senvice Delivery
Date: 31 io/z oz
RECOMMENDED / NOT-RECOMMENDED
Mantsika Matocane
Chief Information Officer
Date: 34 fjo f2ou3
APPROVED / NO .
Piz-pes Clotcun }
) tete o hﬁfaah
Sharta Pliay . &
Acting Group Chief Executive bt .
Date: 3, pekclon 20t @athil Wﬂs 5t
eh s O -
NodaEMA L or
aCCy‘-‘“’ "y e
B [ (PO ‘b“":’”%odmw'
. ww‘ ot ¥

é?‘"é" n,)~
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Transnet 30C Lid Cazlton Centre £.6. Box 72301
Registration 150 Commisaioner Parkviaw 1MNSNE’-
Number Str. Johannesburg South Africa, 21227
1990/000900/30 2001 T +27 11 308 2250 L 4
F +27 11 308 1269
MEMORANDUM

hn. LTANAREL, et

To: Anoj Singh, Group Chief Financial Officer (5CF0)
Mantsika Matooane (Chief Information Officer)
Garry Pita, Group Chief Supply Chain Officer (GCSCO)

From: Brian Moiefe, Group Chief Executive (GCE)
Date: 20 November 2013

Subject: RFP No. GSM/13/04/0722 for Provision of Network Services — Reguest
Mammbapm&mammmandllnnatma

Intent (LOT)

PURPOSE OF SUBMISSION:

1. To inform the Group Chief Financial Officer, Group Chief Information Officer and the
Group Chief Supply Chain aﬁwofuwdmummamﬂleabovemef\ﬁonedhﬁness
toT-Sys&msSmﬂnMﬂcahtansofynwmqustlnvwrmmndundamn
October 2013,

BACKGROUND:

2. Your previous correspondence addressed to me dated 30 October 2013 with subject “RFp

.GSM/ISM/O?EfwProvHonofNebmkSeMm-Requﬁtforapmtoamme

the process, award contract and issue a Letter of Intent (LOI) inviting Neote! to further

negoﬂaﬂonsasmeprefenedbidderofﬂﬂskw'(mmandﬂwmw
(Annexure B) which accompanied this letter refers.

3. This comespondence requested me to:
a. Approvempmmentpromandawardofbuﬁnastoﬂemel(ﬁy)w;
b, SignﬁneLetha-oflntent(Lonﬁxmeprefenedbidda;
c. Sign!etwsofregretformefour(ﬂunsuccasmwwm;and
d. Sign the letter to extend the current Neote! contract.

PROCUREMENT PROCESS

4. In approving the procurement process the following must be taken into account by the
Acquisition Councif (AC), which in this case is the Transnet Boerd, which sub-delegated
this responsibility to the Transnet GCE:

5. The Role of the AC is set out in par 20.2 of the PPM, October 2013, which is set
below:

1
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mmymmmmmammmtwmeﬁmof
South Affica. For this reason, business transactions with entities that coule!
harm Transnet’s Image shoufd be avoided:

202.13 price and other commercial terms are market relsted): and

202.14 The award of business does not pose any other legal or material risks to
Transnet that has not been mitigated,

20.3 RISK EVALUATION

Upon receiving a recommendation to awsrd business {v a particular Bidder, the AC may
atfsmmmwmrarskemmmmmmswmmmm
wias not considered at the evaluation stage. 7 on reasonable grounds it is determined
mmsammmmmmmmmmm
the AC may, mmm/mmwmdwr&mm
recommend one of the folfowing:

*  not awarding tp the Bidder:
*  anarding part of the business to the Bidder; or
*  plitting the business between the Bldder and another Bidder.

mmxmmmmmmwmmmmmmm
: Wmﬁbemmmmwmmdw’essMam '

2.4 SPLITTING OF BUSINESS

mmmmm&ammwmmwm was considered
during evaluation, mmsammmmmmmmtafm
entrants inlo the market, mmwmm@mmd
multiple suppliers or the award of the whole, ar any part of & Bld to any particulsr
Bidder. Transnet may also choase not to make an award I there are vali! grounds for
doing so.

&idders who qualily their Bids on the basls that the wihole Bid should be accapted (in
mmmwmm)mmmmmmmmmwm»n
before their Bid can be consivered,

20.5 DISAGREEMENT REGARDING AWARD OF BUSINESS

20.5.1 Should a mmmmmmms)mmx
mgam&;gammmermncmmmmmmm
recornmerding officer for re-motivation, the matter must be escalated to the
Entity’s CEO for a final decision.

20.5.2 Bmmmmm#mofmewkmmmmmmmmaf
the end user, the matter must be referred to the AC for 2 nilng.

20.6 NON AWARD / CANCELLATION OF BIDS

20.6.1 Nort award of business must be approved by the refevant AC. A motivation for
non award may be considered by the AC at any stage of the process before the
Mﬁmsmwwmmmmmm Once s
smfmmmmwmmwmmmomew

RFP No. GSM/13/04/0722 for Provision of Network Sarvices — Request for approval to app
process, award contract and issue a Letter of Intent (LOI) |
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20.2 "THE ROLE OF THE AC DURING ADJUDICATION

The function of the AC is to validate both the process refated aspects as well as the
commercial aspects of the bid process. The AC is required to satisfy itself that all Bidders
were treated fairly in the bidding process and that the process was conducted in
accordance with the applicable regulatory framework and Transnet’s internal rufes, The
AC Is also required to determine that the price to be paid by Transnet is market related,
that the commercial terms and conditions are fair and reasonable and that the award of

business /s in the best interests of Transnet.
Faclors to be considered during adjudication include whether:

20.2.1 the bid was advertised for a reasonable period of time and in the appropriate
media;

20.2.2 all Bids are stilf valid i.e. sbill within the validity period. It is important to note
that for the purposes of adjudication, bids are required to remain valid only
until the matter /s considered by the AC provided that the AC approves the
process, Should the AC not approve the matter, the validity period must be
timeously extended;

20.2.3 communication with Bidders after the closing date was propenly authorised and
conducted in a fair manner;

20.2.4 Bidders were evaluated against the evaluation criteria stated in the RFF:

20.2.5 the scoring of Bidders was reasonable, rational and in accordance with the
scoring methodology;

20.2.6 the recommended Bidder scored the highest points overall, If not whether the
recommendation to awsrd lhe contract to another Bidder is based on other

objective criteria

20.2.7 the recommended Bidder is not on the Transnet List of Excluded Bidders, the
Treasury list of Bid Defaulters or the Treasury database of Restricted Suppliers;

20.2.8 the recommended Bidder has fegal capacity to enter into a contract:

20.2.9 the contract is to be awarded to the same business enterprise as the one which
submitted the Bid:

20.2.10 the recommended Bidder submitted a valid and original tex dearance
certificate, VAT certificate (where applicable) and whether the recommended
Bidder complies fully with alf legal requirements stated in the RFP. Note that in
terms of the Preferential Procurement Regulations 2011 no business may be
awarded to a person whose tax matters have not been declared to be in order

by SARS;

20.2.11  the recommended Bidder is not insolvent, in receivership, bankrupt or being
wound up, has his affairs administered by a court or judicial officer, has
suspended his business activities or is subject to legal proceedings in respect of
the aforegoing;

20.2.12 the award of business to the recommended Bidder would not be barmiful to
Transnet’s image. In this regard, it must be borne in mind that Transnet is a

RFP No. GSM/13/04/0722 for Provision of Network Services - Requést for approval to approve
process, award contract and issue a Letter of Intent (LOI)
2
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deeMwM[#wmmammm Transnet
mwmmmwgmmmwmmw
revisions o the spedfic conditions of contract, design and
smpeafb&emnmwammma’mofﬂrese,mmwmvmm;

Mmdwdcmm:msna;ﬂmmemwafa)wwm, all
m:maemmmrmwmm ¥ bid documents were
Sold.

20.6.9 The decision to cancel a bid in terms of paragraph 20.6.8 must be published in
the media in which the original bid invitation was advertised, *

FURTHER CONSIDERATIONS TAKEN INTO ACCOUNT RELATED TO THE
APPOINTMENT OF NEOTEL, TME PREFERRED BIDDER IN TERMS OF THE TEAR

REPORT:

6‘

Iha\mgivmwﬁm&onmmmmmwmaspermrpmmmm
menﬁonedmaswenassecuonmﬁofﬂteﬁowmmmmmsmnwmwh
mmmomamaﬂsemmummmmwmmmmm
ancm(M)wmgammmmmmmmmmm
mmemmmomwhrw-moﬁmﬁm,memnermustbeexammm
Enlity’s CEO for a final dacision.

Ihaveﬂmfdhvingspedﬁcmwlﬁammmmenﬂaﬂmandmpomesmme,
including the responses to me in the various meetings heldwiﬂtthemmnunenﬁng
officers for re-mativation, which is discussed further in this document:

a. Counterparty Risk and alienation of state assets;

b. Concentration risk as Transnet is Neotel’s largest client;

C. BBBEE Partners

d. Information Security incident; and

e. CCTV camera exposures.

Counterparty Risk and sllenation of state assets;

8.

Government’s intention with the sale of the Transnet Wide-Area Network (WAN) to Neotel
wastoa'eateasecmdﬂxedumoperamr.fdontbelievematmmetﬂﬁsmandm
duemmefaammwhavehadvewﬁwemarketpammmdﬂmhasmﬂy
announced that they have entered into negotiations to sell this network to Vodacom
which could be perceived to be alienation of state assets.

Lastly, Transnet did not consider Vodacom’s abifity to manage the Neote! infrastructure
and should the sale transaction of Neotel to Vodacom realize this will expose Transnat to
unnecessary counterparty risk.

Concentration risk as Transnet is Neotel’s largest client
10. Transnet is currently Neotel's biggest single dlient which exposes Transnet to unnecessary

concentration risk,

RFP No. GSM/13/04/0722 for Provision of Network Services — Request for approval to approve th

MSM-602
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BBBEE Partners
11. Neotel has not delivered against its BEE mandate which was part of the initial sale of state

assets to Neotel and has in fact diluted black ownership of the company as is evident
from the correspondence I received from Mr. Kennedy Memani, the Chairman of Nexus
Connexjon the BEE partner to Neotel, (Annexure C)

Information Security Incident

12. During 2011, Transnet Internal Audit (TIA) was requested by Management to perform a
review on the Neotel Network Outsources IT Services. TIA issued a report highlighting
certain weaknesses as it related to firewalls in October 2011.

13. Network traffic was analysed by Neotel on an ongoing basis, focusing on the highest
valumes first to build required rules to resolve audit findings.

14. On 30 May 2012, Neotel indicated that they have found traffic on the network which were
not known to them. Management made a decision not to block this traffic as it could
potentially be related to operational systems and blocking this could result in business
interruptions;

15. Group EIMS decided to do scanning of their own to identify the source of this unknown

traffic;
16. On the 5 June 2012, the unknown traffic was identified as foreign traffic and IP addresses

from 5 different countries were found on the Transnet network within a period of 24
hours;

17. Should skilled and determined third parties have made use of the vulnerabilities they may
have been able to access servers and resources in the Transnet environment which may
include servers containing:

a. Financial information;
b. Operational information; and
c. Other sensitive / confidential information.

18. Although Transnet management and Neotel has implemented certain actions I am of the
view that the activities specifically as it relates to Neotel was not adequate and exposed
the organisation to unnecessary risk.

CCTV Network issues

19. TNPA identified that a number of their CCTV cameras in various ports were not
operational or operating as intended as a result of potential poor workmanship and
network issues. I am of the view that Neotel had a role to play as far as the network
supporting these cameras are concerned and this concern is more reason for me to
disagree with the recommendation made.

GCE’S CONCLUSION OF THESE CONCERNS

20. \Due to the above I have fundamental concerns in award a 3 year network contract to
Neotel. This network is the heart of the Transnet business and I am of the view that
awarding the business to Neotel will expose Transnet to unnecessary risk.

APPOINTMENT OF T-SYSTEMS SOUTH AFRICA

21, Post the close of the final. offers being submitted T-Systems indicated that they
unfortunately due to the strict timelines set by Transnet only managed to get confirmation
from their shareholder on certain pricing elements and that they would be in a position to
reduce the price submitted the week before by a further R248 million.

RFP No. GSM/13/04/0722 for Provision of Network Services ~ Request for approval to approvéthe

process, award contract and issue a Letter of Intent (LOI)
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22. 1approve that the R248 million be taken into consideration as part of T-Systems best and
final offer as the commitment was made in writing to Transnet and shortly after the best
and final offers have closed and 1 don't belleve that any other bidders were prejudiced by
this.

23. 1 further do not believe it Is necessary to request another best and final offer from any of
the vendors as all 3 preferred bidders were given the opportunity to confinm If the prices

mwihing.

submitted are accurate and if they omitted a
24. As per the TEAR report, should this R248 million be taken into account and business not

beawxdedmﬂeotelduemmeﬂsksdmedabove,T-SyﬂemswouMbemeprefam
bidder.

25. Management must ensure that more favourable prices are agreed with T-Systems to at
Ieastbeatasxmllarlevelmmeprlceswbmittedbyweotelaspanofﬂ\epustmnder

hegotiations.
APPROVAL:

26, Basedonmeexplanaﬂonsgivatabove,lrequestmatmemup Chief Ainanda) Officer,
Gmmdriefhformaﬁmomcerandme@wpmefmpplvmahmmmemy
dedsiommawardbwlmstoT-smemsSoummammofsecﬁmNSofme
Procurement Procedure Manual (PPM) and that I am overriding the recommendation
made In the TEAR report.

27. Please find the following attached:

a. Sgned!eMoflnbenttoFSvstamSmﬂ\Aﬁk:a(AnmreD)
b. Slgnedlemrofregmtsmfourﬁ)wwwmem(hmmﬁ); and
G mmmmmmmmm{ma

APPROVED [ NOTAPPROVED

Group Chief Executive
Dﬁtﬂ:'\.ﬂ‘ ,’n /jf

RFP No, GSM/13/04/0722 for Provision of Network Services — Request for approval to approve the
process, award contract and Issue a Letter of Intent {LOT)
?
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Date: 20 November 20132013
Reference: LOI/GSM 1370470722

T-SYSTEMS SA (PFTY) LTD
International Business Gateway,
New Road,

Midrand

1685

Daar Mr. Schoonbee

RE: LETTER OF INTENT FOR THE PROVISIONING OF NETWORK SERVICES TO TRANSNET
muummnmwmmmmmommmmma
A FURTHER TWO [2] YEARS

Nmmrmmmhm{mmsswnm},mmmmmm
mmﬁwmmmmmmmmuammwm
provisioning of Network Services [the Sesvicas] for a period of three (3] years with an aption to extend
mraﬁuﬂmmmmm?msocmmmﬂnmmmmmm1
below.

The Parties to this LOI are:

{1} mmmmpmwmmmmmm
Services. [Registration umber 1990/000900/30]; together with

2)  T-Systems South Afvica {Pty) Lid, (the Service Provider] [Registration Numbes
1989/007547/07]

rmmmmmmammmmm}mmmmmm
mwmmmmrwwwmmwwmmmmm
accordance with a three year {3) contract [the MSA] between the Parties.

mmmmmumwmmmwmmawwcummm
mmmbhmes«Wummmvuemmmm

InmemmmmmunmmmmeeﬁsﬁngmmmNeotel(Pty}LMfoerpmvshaaf
mecwmntsewicesunmmﬁmﬂmu\eMammwmﬂaﬂmmmms
contiuded,

Thewmofmishmdmmtmx}istodommnw\emm\sawmkmhmspectofme
mmimdmnsnmmmmsocmmrmmsmm or tntil 120 [One Hundred
'mmm]mmehmmmmmeufmmx, whichever event should occur first. Should

édufs
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the parties fail to reach agreement or conclude the MSA within 120 [One Hundred and Twenty] days,
then Transnet reserves the right to approach the alternate preferred bidders.

NOW THEREFORE IT IS AGREED

1. Conditions Precedent

With reference to the Service Provider's offer [Reference GSM 13/04/0722], Transnet wishes to
finalise the MSA, the Towers of Service contractual conditions and assaciated Pricing, the detail of
the Supplier Development commitment, which must be a minimum of 30% (Thirty percent) of the
total contract value and B-BBEE details of the Services to be provided and other matters in order to
conciude the Agreement with the Service Provider. In the interim, the under-mentioned conditions

precedent will apply:

L1 The Parties agree to work towards concluding an MSA to provide the Services over a period
of three [3] years commencing from date of signature of the yet to be concluded Master

Services Agreement.

1.2 The Parties agree to use this document as a proxy for the binding legal Agreement and
under its authority Transnet intends to request;

1.2.1 That the incumbent Service Provider provide will provide the existing services under
the current contract, until such time that the MSA is formally negotiated and
subsequently concluded between the Transnet and T-Systems South Africa,

1.3 Transnet will discuss with the new Service Provider and agree the terms and conditions of
the MSA,

1.4 T-Systems will provide more details and confirm the following:

1.4.1 Supplier development commitment, value summary and submit a supplier
development plan which sets out the details and addresses how the supplier
development plan will support Government’s National Development Plan as it refates
to the ICT sector, which must be supplied and accepted by Transnet. T-Systems will
supply Transnet with the updated supplier development commitment, updated
supplier development vaiue summary as well as a supplier development plan setting
out the details of this commitment within 30 days of signature of this letter of intent.

1.4.2 Transnet will aim to negotiate a Buy-back or lease options of the copper lines to
outlying sites which are currently owned by Neote! including its possible pricing;

14.3 Options which need to be explored with the T-Systems and the current service
provider on which assets need to be replaced and which assets can be sweated and
the corresponding impact of these on SLA's and overall pricing.
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the other Party in

pwsuamehemrtnanymdparty,exceptwfmm prior express written consent of the other

Party, and then enly to the mentrequlredmfacuﬂahemmfonofuleﬂemﬁaﬁms_

MQmwdocumMﬂbedmﬁadbmimmdbesubjedﬂ!mmﬁmr
mmmmw.mmgmeﬂmuppmmwmmmtwmmh
Parties herebyatwtmﬂvespeadymsomumorall outstanding matters in order t finalise the

MSA within 120 [One Hundred and Twenty] days from date of signature hereof,

74
Thus duly signed a:ré;a"ﬂ Hor-Fouth Africa on this . 27 day of

W“"éﬁ/" 2013 on behalf of;

Transnet SOC Lty WITNESSES

-
... 2013 on behaif of:
. @ T-Systems South Africa (Pty) Lid WITNESSES
||’-'.‘I .‘-"\
| 5
2

NAME: Geart Schoonbee
DESIGNATION: Managing Director
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MEMORANDUM

Wi Lransoer . neg

Tos Brian Molefa, Group Chief Executive (GCE)

From: Anoj Singh, Group Chief Financial Officer (GCrO)
Garry Pita, Group Chief Supply Chaln Officer (GCSCO)
Mantsika Matooane, Group Executive-EIMS

Date: 05 December 2014

Subject: Request for approval of contract award for the Network Services RFP

PURPOSE OF SUBMESIPH:

1. The purpose of this subrmission is to request the Group Chief Execitive (GCE) to:

* Approve the award of the Network Services contract to Neotel (Pty) Ltd "Neotel” fora

Transnet SOC Limited and Neotel, (See Annexure A); and
e Sign a letter informing Neote! that Transnet will not invoke it's rights to Step-in as per
tlause 51.1.5 of the Master Services Agreement, should the Vodacom {Pty) Ltd
purchase of Neote| be approved; {Annexure B) and
@ *  Sign a letter informing Neotel that Transnet will withhold R79 miliion until a financial
guarantee is furnished by Negtel as per clause 7.2 of the Agreement, {Annexure Q.

BACKGROUND;

2. On 14 June 2013, Transnet issued 2 Request for Proposal {RFP) to the apen market for
Provision of Network Services. This RFP dlosed on 13 August 2013 and five (5) responses
were received from Neotel, T-Systems SA (Pty) Ltd (T: -Systems), Dimension Data (Di
Data), Telkom and Vodacom, respectively,

3. After an extensive evaluation process, Neotel was selected by the Cross Functional
Evaluation Team (CFET) as the preferred bidder and issued with a letter of Intent (LOI)
effective from 1§ August 2014 until 17 December 2014,

" 4. Negotiations with Neotel commenced in September 2014 and were successfully concluded
in the first week of December 2014, =

AE D)

A
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DISCUSSION:

5.

10.

11.

The RFP was ariginally advertised to appoint @ service provider to provide Network

Services to Transnet over a period of 3 years with an option to extend for 2 vears. During -

negotiations it became apparent that a 5 year contract option was a more viable option
compared to a 3 year contract from both a Pricing and operationa) point of view,

The Cross Functional Negotiation Team (CFNT) requested Neotel to provide pricing for
both 3 and 5 years options respectively as part of their Best and Final Offer (BAFQ)
submission after discussing this option with Transnet Management,

Neotel was also requested to Include the costs for Transition from the current SLAs to the
new SLAs and the cost of the Assets buy-back for a portion of the assets, mainly Campus
assets, that were sold to Neotel during the sale of Transtel which Transnet now wanted to
buy back from Neotef as they form part of Transnet's core network which is critica! for its
operations.

Neotel subrmitted both pricing options as requested by Transnet and the final pricing on
both options was as follows:

3 ! VA § ' PREEPILESSTR I *-"!"-L.' P e, 1“. RER | Ao iy = ) R
Monthiy (MRC) R1 155 043 201 R 1 573 988 003
Transition Cost R 175833 315 R 225 000 000,00
Assets buy-back R 200 000 000 _ R 200 000 000.00

Based on the above pricing, the monthly recuriing charges based on 3 3 year aption is
R32 084 533 per month compared to R26 233 133 per maonth over a 5 year period, The
total cost for a 3 year agreement which can be extended for a further two years would be
approx, R2 300 905 317 compared to an outright 5 year agreement which ig priced at
R1998 988 003, representing a total saving of R301 917 314. The 5 Year contract option
will also enable Transnet to “sweat the assels” and benefit from year on year pricing
reductions that will form part of the new 5 year contract, See final pricing werkbaok an
Annexure D of this memorandum,

In addition to the pricing benefits, 2 5 year agreement will allow Transnet the Gpportunity
to finalise and implement the network strategy, which will allow Transnat the ability to
tansition off the Neotel network which Is currently an extremely complex, expensive and
lengthy process.

It is against the above background that the Group Chief Exacutive is requested to approve

a S-year fixed term contract to Neotei for provisian of Network Services to\Transaet §OC-— <

" Limited as opposed to the previously proposed 3 years with an option & #tend for 3

further 2 years, \

5
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APPROVALS AND DELEGATION:

12. The Transnet Board of Directors (Board) delegated it's authority to the Acquisition and
Disposafs Committee {ADC) to approve the Network Services Sourcing Strategy and RFP
process. (See Annexure F)

13. The ADC subsequently delegated its authority to the GCE o approve the Network Services
RFP, advertise, negotiate, award, contract and sign all relevant dacumentation in fine
with the approved strategy. (See Annexure F)

14. The Group Chief Executive has already provided the foliowing approvals:

> Approval to advertise and issue a RFP to the open market for provision of Network
Services for a period of three (3} years with an option to extend for another two
(2) years; (See Annexure G)

P Approval to conduct Due Diligence and Negotiations or the Network Services RFP;
{See Annexure H)

»  Approval of the Letter of Intent to Neotel, informing it that it had been awarded
the preferred bidder status. (See Annexure I).

FINANCIAL IMPLICATIONS:

15, The estimated contract award to Neotel for a period of five (5) years Including Transition
tosts and Assets buy-back Is estimated at R2 biftion,

BUDGET IMPLICATIONS:

16. Al Transnet ODs and Spedialist Business Units (SBUs) have budgets available for their
respective Network Services requirements,

hetward Sesvices Tontrat Anand - Greup Chief Execative
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RECOMMENDATION:

17. Ttis recommended that the Group Chief Executive (GCE):
*  Approves the award of the Network Services contract to Neotel for a perlod of five {5)

*  Sign a letter informing Neote! that Transnet wil not invoke it's rights to Step-in as per.
dlause 51.15 of the Master Services Agreement, should the Vodacom (Pty) Led
purchase of Neote! be approved (Annexure B); and I

*  Signs a letter informing Neotef that Transnat will withhold R79 miliion untit a financial
guarantee Is fumished by Neotel as per clause 7.2 of the Agreement. (Annexure C).

COMPLIED BY RECOMMENDED / NOT-RECOMMENDIES
Macdorad 7 gwm

€o Manager: Group Strategic Scurcing 1 FBET: Group Strateglc Sourding
Pt T zeny

Executive Manager: of the Head-Elms
Date: a.,r/if /Gazd/ﬂ
RECOMMENDED / NOT RECOMMENDED
Do cwriactee) Boagy |

Manisia Matogane >tz ot T e
Group Exerutive: EMS Sroup Exeatins: Legal Services g o0 £G L5
oote: S a ety e Iﬁfﬂ}/ggf"

. RECOMMENDED / NOTRECOMMENDED RECOMMENDED / NOFRECOMMENDEZD
?KE = Mzé -
Garry Pita Ancy Singh
Group Clief Sumphy Chain Officar Group Chief Finandal Officar

"*‘-"ﬁii&m Date; v2o\yo ik -
APPROVED / NOT-APPROVEL
N R R
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From:- Mohammed Mahomedy Transnet Corporate JHB

Sent: Friday, September 2, 2016 10:27 AM

To: Helen Waish Corporate JHB

Ce: Mario van der Walz Transnet Corporate JHE; Yusuf Mahomed Transnet
Cotporate JHB

Subject: Re: McKinsey

Hi Helen

In aadition to the Mc K swat contract, | would like to note the ffg

1. GCiA has engaged Trillian on the 16 August - this engagement has a specific Scope and is provided pro bono by
Triflian. Al this is properly recorded,
- are we expected to provide a memo for this piece as wal

- as far as | am aware GCiA did not engage Trillian for am} of these invoices and these were ot signed by GCiA {thave

leagues at GCiA as well). Accordingly 1 am not sure who will prepare the memaos for these

amounts

t am back at the office on Monday if there is a need to meet

Thanks and regards
Mohammaed
Sent from my iPhone

On 31 Aug 2016, at 11:05 AM, Helen Waish Corporate JHB <Heien.Wa!sh@transnet.net:» wrote:
Dear Mario and Mohammed

Please could you Préepare “benefits” realisation memos for the attached contracts (those sections
applicable to cost sweep and capital respectively), that:

Reflect the outcome of the contracts; angd
*  Support the fon-payment of the variable fees as agreed.

Thank you,

Kind regards
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